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The I.L.O. 


The International Labour Organisation is an intergovernmental agency, of which 
80 countries are members. Representatives of governments, of management and of 
labour organisations participate in its work. It was estabiished in 1919 and entered 
into relationship with the United Nations as a specialised agency in 1946. 


Its purpose is to promote social justice in all the countries of the world. To this end 
it collects and disseminates information about labour and social conditions, formulates 
international standards and supervises their national application. It also engages in 
operational activities and provides technical assistance in carrying out social and 
economic development programmes. 


The machinery of the Organisation consists of — 


The International Labour Conference, which is the supreme body of the Organisation. 
It constitutes a world forum for labour and social questions. National delegations to the 
annual meetings comprise four delegates, two representing the government, one representing 
management, and one representing labour; each delegate speaks and votes independently, 
so that all points of view find full expression. 


The Governing Body, composed of twenty government representatives, ten representatives 
of management and ten representatives of labour, which is the executive council of the 
Organisation. 


The International Labour Office, which acts as a secretariat, an operational headquarters, 
a world information centre and a publishing house. It is staffed by experts drawn from 
many different countries, whose knowledge, experience and advice are available to all 
nations which are Members of the Organisation. It has branch offices and correspondents 
in many countries. 


The Conference adopts international labour standards which are formulated in 
special international treaties called Conventions, and in Recommendations. These are 
based on careful fact-finding and discussion. As a two-thirds majority of the Conference 
is required for their adoption they represent the general agreement of informed world 
opinion. The decisions of the Conference are not automatically binding, but govern- 
ments must submit the Conference standards to their national legislatures. When the 
legislature accepts a Convention the government is bound to apply it. 


On the operational side the I.L.O. provides governments with expert advice and 
technical assistance in matters connected with labour and social policy. For this purpose 
it has established in various parts of the world field offices which serve as centres for 
assistance to governments in such matters as building up employment services, increasing 
productivity, the development of training facilities and the administration of social 
security programmes. The I.L.O. participates in operating the United Nations Expanded 
Programme of Technical Assistance. 

The work of the Organisation also includes the holding of regional conferences, 
sessions of Industrial Committees to discuss the problems of particular industries on 
an international basis, and a variety of specialised technical meetings. 

All these activities are closely co-ordinated with a view to fulfilment of the purpose 
for which the International Labour Organisation was created—the promotion of social 
justice and peace. 
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Reform of Vocational Training 
in Switzerland 
by 


Erwin JEANGROS, 


Head of the Cantonal Vocational Training Office, Berne 


The multiplicity of trades today and the continual appearance of 
new industries based on technical innovations mean that the skilled 
manual worker in modern industry must, if he is to advance in his 
career, be capable of transferring easily from his basic occupation to 
an allied one or mastering quickly the skills demanded of him by new 
industrial techniques. Traditional forms of apprenticeship are no 
longer entirely suitable for this ; what is required is a broader-based 
type of apprenticeship combining the strictly practical training of the 
workshop with the fundamental theoretical education of the technical 
trade school. It is for these reasons, among others, that Swiss federal 
legislation on vocational training is in the process of being revised. 

In the following pages Mr. Erwin Jeangros analyses the above- 
mentioned situation and summarises the main conclusions of the 
Committee of Experts, set up to prepare proposals for this new legisla- 
tion. 


VOCATIONAL TRAINING—A VITAL MATTER FOR SWITZERLAND 


QWITZERLAND is a small country in the Alpine centre of 

Europe. Half its surface consists of mountains, protective 
forests, rivers and lakes ; only half remains for use as productive 
land. Nowadays not more than one-fifth of the population works 
in agriculture, and the output of this branch of the Swiss economy 
is just sufficient to keep the 5 million inhabitants for a quarter of 
the year ; in other words only one person in four could live on home 
production alone. Consequently for most of the population (or, if 
you prefer, for the major part of the year) industry, handicrafts, 
trade and services must provide a livelihood. Yet Switzerland has 
no raw materials of its own, unless this term may be taken to 
include water-power for electricity. Coal, iron, oil and many 
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other commodities have to be imported. To give one typical 
illustration, a foreign-made steel bar must be processed here with 
such thorough skill that the value added is sufficient, not only 
to pay for all costs but also to bridge the wide gap between what 
the territory can produce and what the people need. Switzerland 
is therefore a country of international trade—of import and export : 
it has the highest exports per head of any country in the world, 
and at the same time it is more dependent on exports than any 
other country. So, inevitably, the Swiss economy is distinguished 
by the quality of its work ; and quality work can only be done by 
well trained and highly skiled manpower. Nearly 70 per cent. of 
the lads and about 50 per cent. of the girls entering the world of 
work after their nine years of compulsory education at the age of 
15 become apprentices in a manual or commercial trade. Vocational 
training is of vital importance in Swiss economic life. 


VOCATIONAL TRAINING UNDER THE ACT OF 1930 


In Switzerland, as elsewhere, the rigid class and guild system 
collapsed under the influence of the French Revolution, and a 
democratic society in which the citizens could freely engage in 
agriculture, industry, handicrafts and commerce took its place. 


Out of the traditional and exclusive attachment of the apprentice 
to his master, there grew up in the nineteenth century the dual 
form of apprenticeship which still prevails—a combination of 
practical training in the private establishment and theoretical 
training in trade schools subsidised by local authorities, cantons 
and Confederation. This system extends to commerce as well as 
to the manual crafts. Today training in the establishment takes up, 
according to the trade, from four-fifths to five-sixths of the 
trainee’s total time ; supplementary class work accounts for the 
remainder. More than nine-tenths of all skilled workers are trained 
in private undertakings in this way ; less than one-tenth go through 
a complete course of training in one of the public full-time voca- 
tional schools (manual or commercial) set up during the nineteenth 
and twentieth centuries, in most cases by urban authorities. 
Around 1900 the majority of the cantons issued their “ Apprentice- 
ship Acts ”, containing provisions on apprentice trades, periods of 
apprenticeship, training programmes, articles of apprenticeship, 
compulsory supplementary attendance at trade schools, compulsory 
trade tests for apprentices, official supervision and the provision 
of public financial assistance. The Confederation first subsidised 
vocational schools and trade tests in the cantons under a federal 
order of 1884 “to Promote Vocational Training in Industry and 
Handicrafts ”. 
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The similarity of the occupational standards set by the various 
cantons and the increasing mobility of tradesmen all over the 
country, together with progressive economic development, led the 
way towards comprehensive national regulation in a Federal 
Vocational Training Act. Here again a typical Swiss trend may 
be observed : successful action by local authorities is imitated at 
the cantonal level, and successful action by the cantons leads in the 
end to approval and regulation at the centre. So it was that a 
new Article 34 ter of the Federal Constitution, adopted in 1908, 
empowered the Confederation to issue “uniform provisions on 
industrial matters ”. The intention above all was to help the handi- 
crafts in adjusting themselves to the changed economic and social 
conditions of the early twentieth century, and to hold their ground 
better in the struggle for existence. The first Federal Vocational 
Training Act was issued in 1930! as a part of this national industrial 
legislation ; it brought together the experience of the cantons with 
their Apprenticeship Acts and framed a comprehensive scheme 
for the whole of Switzerland. 

This Act of 1930 owes much to the various conceptions which 
had inspired and shaped vocational training during its long history. 
The medieval guild idea survives in the far-reaching right of the 
occupational associations to be consulted on the elaboration and 
application of vocational training schemes; the state economic 
controls of the “ mercantile ” seventeenth and eighteenth centuries 
have their counterpart in the government supervision for which 
the Act provides ; and the spirit of nineteenth-century liberalism 
is reflected in the extensive scope for private initiative and 
responsibility on the part of undertakings and members of the 
trades concerned, which actually operate vocational training. 
Yet the Act avoids any of the old restrictive trade practices ; it 
leaves no room for direction by a bureaucracy ; and it sets up a 
socially valuable structure, limiting arbitrary action by individuals. 
Since the issue of the federal Act, vocational training in Switzerland 
has expanded in a very satisfactory manner. 


THE NEED FOR REFORM 


The figure towards which the Federal Act of 1930 was mainly 
directed is that of the craftsman, trained through practical appren- 
ticeship but also by attendance at the trade school, where he 
acquires a knowledge of materials and methods, of the business 
side of his occupation (special mathematics, book-keeping, cor- 
respondence) and of economics and politics as a basis for his life in 


1 Cf. I.L.0. Legislative Series, 1930 (Switz. 5). 
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the community. This training was designed to enable the skilled 
craftsman to be a competent member of an appropriate under- 
taking, to work his way up to leading hand or foreman, even to be 
an independent master with a workshop of his own; and also to 
play his part as a good citizen. 

Between the First World War and the end of the Second the 
economic and social structure of Switzerland changed considerably, 
Josing its traditional peasant and handicraft character and taking 
on the forms of industrial production and an industrial way of life. 
Statistics of the gainfully occupied population show, between 
1880 and 1950, a decrease from 42 to 17 per cent. in agriculture, 
an increase from 42 to 47 per cent. in industry and handicrafts 
(with the former now outnumbering the latter) and an increase 
from 16 to 36 per cent. in tertiary occupations (commerce, com- 
munications, administration, the professions, education). In 1888 
the self-employed (including members of the family helping in the 
business) still amounted to 44 per cent. of all gainfully occupied 
persons, the remaining 56 per cent. being wage and salary earners 
(“ employees ”). By 1941 the percentage of self-employed had fallen 
to 28, while that of employees had risen to 72. In 1910 for every 
ten self-employed there were 24 employees ; in 1941 there were 33 
and now there are still more. 

Technical innovation, rationalisation, mechanisation, and now 
even automation, are playing a more and more decisive part in 
all branches of the economy and in all walks of life. The handi- 
craftsman (journeyman or master) has been displaced by the 
industrial tradesman—the skilled worker who has learned a basic 
trade by practical apprenticeship, understands his job, can adjust 
himself to new industrial processes, and fits into the organisation 
of an industrial undertaking and the pattern of an industrial 
society. The traditional craftsmen—the shoemaker, the tailor, 
the hand bookbinder, the locksmith—are tending to disappear, 
while the new technical tradesmen—the mechanics, the skilled 
metal workers, the various kinds of fitters and the electricians—are 
on the increase. There is also a growing demand for non-manual 
technical employees, the men who plan and specify—draughtsmen 
of all kinds, technicians, engineers (whereas formerly there was 
only one technician for every 100 to 200 manual workers according 
to the trade and establishment, the ratio is now one for every 20 to 
100) ; and the same applies to commercial and administrative 
employees in industry, business, communications and government. 
Statistics of employed persons show that between 1900 and 1950 
the proportion of manual workers in Switzerland fell from 86 to 
70 per cent. and the proportion of technical, commercial and 
administrative employees rose from 14 to 30 per cent. 
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Again, the nameless factory worker typical of the nineteenth 
century, briefly introduced to some simple operation, easily 
transferred or replaced, is becoming more and more rare. Instead 
we see a new type of industrial worker with a specialised job, a 
man who needs—in his own narrow field—more skill and know- 
ledge, technical understanding, a high degree of concentration, 
reliability and responsibility in dealing with expensive and com- 
plicated machines and apparatus. The Vocational Training Act 
of 1930 does not provide at all for the special education of such 
workers, who have had no real apprenticeship and indeed little 
or no training of any kind. Yet this occupational group poses a 
special problem—social and political as well as vocational—today. 

Experience, particularly during the present century, has clearly 
shown that in the long run technical and industrial development 
creates a demand for more manpower than it releases, and that 
the need for well trained workers steadily mounts. Switzerland, 
so dependent on the export trade, was faced with an additional 
problem by the emergence of the developing countries in Asia, 
Africa and South America. Thanks to their own raw materials 
and their lower labour costs, these countries now place cheaper 
industrial goods on world markets ; Switzerland can only compete 
by specialising and by providing better-quality goods—tasks 
which require up-to-date and progressively improved vocational 
training as a path towards higher and better output. 

The aims of Swiss policy in this field must therefore be to 
widen vocational training so as to include every possible talent and 
thus to ensure a sufficient output of qualified manpower for the 
country’s economic development. For these high objectives, 
dictated by both social and general political reasons, the Federal 
Act of 1930, intended mainly for the traditional apprentice crafts, 
is no Jonger adequate and needs bringing up to date. 

Accordingly in 1957 the Federal Department of National 
Economy decided on a reform of the Vocational Training Act. On 
its instructions the Federal Office of Industry, Arts and Crafts and 
Labour invited the cantons and occupational organisations to 
report on their experience and probable needs and to send in 
proposals for amendment of the Act. The Department also 
appointed a large non-parliamentary Committee of Experts, 
including some 40 representatives of the cantons, employers’ and 
workers’ organisations, and the world of science. Under the skilled 
and spirited leadership of Professor M. Holzer, Director of the 
Federal Office of Industry, Arts and Crafts and Labour, and 
Mr. H. Dellsperger, chief of that Office’s vocational training section, 
subcommittees were established to determine basic requirements 
in various fields—vocational guidance, apprenticeship, vocational 
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schools, further education for employed persons, higher trade tests, 
study grants, etc. The subcommittees began their work in the 
summer of 1958 and concluded it in the early part of 1959, so that 
the drafting committee will be able to place proposals for an 
amending Bill in the hands of the full Committee of Experts before 
the end of 1959. The proposals will be transmitted to the cantons 
and occupational organisations and redrafted after this consulta- 
tion. The Bill must then be introduced for discussion in the 
National Assembly, which will finally decide on the new Act unless 
application is made for a referendum. 

We will now examine the principles worked out by the Com- 
mittee of Experts for reform of the Federal Act. 


THE MAIN FEATURES OF THE PROPOSED REFORM 


An Act Establishing Principles, Providing a Framework and 
Leaving Scope for Development 


The Constitution (in article 34ter, paragraph (g)—text of 
1947) empowers the Confederation to legislate “on vocational 
training in industry, handicrafts, commerce, agriculture and 


domestic service”. Agriculture can be left out of account as regards 
reform of the Vocational Training Act, since training in this 
domain has been sufficiently regulated in the comprehensive 
Agriculture Act of 3 October 1951. The same applies to artistic, 
scientific, education and health occupations, for which there are 
special statutory provisions. 

The formula “ vocational training in industry, handicrafts, 
commerce and domestic service ” provides a very wide framework 
for the training in economic activities which the Act is intended 
to promote. However, it proved impossible to find a more precise 
long-term definition for the scope of the proposed Act, for occupa- 
tions, vocational training and the various economic sectors are 
living realities which are constantly changing ; it became evident, 
as the discussions proceeded, that the general constitutional defini- 
tion would have to suffice but that the Confederation should be 
empowered to define the appropriate occupations and industries 
more precisely in administrative regulations. 

In so deciding the Committee of Experts also committed 
itself to preparing the new Bill as “ framework legislation ”, which 
would leave sufficient scope for development and allow vocational 
training to be adjusted as necessary to the changing conditions of 
economic and national life. The amended Act is therefore to contain 
nothing but principles or directives ; it will not be loaded down 
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with provisions of detail. The federal authorities will have the 
power—as is already the case, in many instances, under the 
present Act—to issue regulations in fields where national action 
is required ; these could be easily amended and would, for instance, 
prescribe programmes for the various types of vocational schools 
or standards for training and testing in the various occupations. 

Though the principles it lays down will apply to the whole of 
Switzerland, this framework legislation will—like the present Act— 
respect the constitutional division of powers between Confederation 
and cantons. Education and training, from the kindergarten to 
the university, figure in Switzerland among the essential func- 
tions of the canton. Consequently there is no national Ministry 
of Education and—apart from the Federal Technical High School 
at Zirich and the military schools—the Confederation has no 
educational or training institutions of its own ; it merely contributes 
to the free, compulsory public education which the cantons are 
required to provide under the Federal Constitution. The present 
Act also requires the cantons to build up vocational education 
in accordance with national principles, to set up the necessary 
agencies (vocational training offices, apprenticeship offices, and 
apprenticeship or vocational training boards) and to provide the 
various services (vocational guidance, trade schools, apprentices’ 
trade tests, etc.) for which federal contributions are paid. The 
Confederation merely regulates those matters (specification of 
apprentice trades, duration and programmes of apprenticeship 
or training, legal aspects of articles of apprenticeship, standard 
programmes for trade schools, programmes of examination, etc.) 
which require provisions of national scope. Apart from this it will 
continue, in agreement with the cantons, to make such practical 
arrangements as can be better introduced at the national level 
because of differences between conditions in the various cantons 
(training of vocational guidance counsellors, vocational instruc- 
tors and examination experts, etc.). The result is a broad, ad- 
justable co-operation and division of labour between the Con- 
federation and the cantons, the former being responsible for prin- 
ciples and framework, the latter for detailed administration and 
enforcement of the Act. In this spirit the Committee of Experts 
declared itself unanimously in favour of the political and juridical 
policy which has been described as “ unification without cen- 
tralisation ”—i.e. it wished to co-ordinate the work of all the 
groups and agencies concerned with vocational training, but not to 
establish a single set of institutions. 

The principle, which is again affirmed, that the cantons and 
the employers’ and workers’ organisations must be consulted on 
any important federal decision gives further force to the above 
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maxim. The right of the organisations to be consulted applies 
also to cantonal action under the federal Act. 

For similar reasons, and in accordance with previous practice, 
the Committee of Experts unanimously considered that as a rule 
vocational training should be provided by industry, and by the 
associations, undertakings and persons directly concerned. The 
functions of the Confederation and the cantons are to issue frame- 
work legislation, to co-ordinate all services and to provide support 
by public initiative and contribution. 

In the new legislation the concept of training is not to be 
restricted essentially to traditional apprenticeship, but is to be 
broadly defined, leaving scope for development. The existing Act 
deals mainly with traditional apprenticeship, supplementary trade 
schools, apprentices’ final tests, and higher trade tests. However, 
in the chapter on federal contributions it exceeds the limits of this 
narrow concept: such activities as vocational guidance, full-time 
vocational schools for manual crafts or commerce, further training, 
higher technical schools, training of teachers, courses for examina- 
tion experts, the provision of training material, grants of various 
kinds, etc., are recognised as proper matters for contribution and 
thus brought within the definition of vocational training and 
within the scope of the Act. All the above fields, which belong to 
vocational training in the wide sense of the term, are to be specified 
in separate divisions of the new Act. 

Lastly, it should be pointed out here that the Act will apply 
equally to both sexes and that all trades will be open to female 
apprentices. 


Vocational Guidance 


Vocational guidance, mentioned in the existing Act only among 
the activities for which federal contributions may be paid, has 
developed since the First World War to a necessary element in the 
choice of an occupation, in the placing of young workers as 
trainees or apprentices, and in the provision of grants. Various 
circumstances have played their part in this process. Whereas 
previously it was possible for the individual concerned to review 
the occupations open to him, the range of employment has become 
so complicated (Swiss industrial statistics now show over 6,000 
trades) that the parents—still less the school-leaver himself— 
cannot grasp them all. Choice of an occupation and engagement 
in it no longer depend on the individual’s family or social class ; 
with the gradual elimination of class barriers and prejudices, and 
particularly since the sweeping social changes of the present 
century and the spread of all kinds of communication, free choice 
of a job or occupation has become established. Given the more 
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exacting demands of a technical economy, choice of an occupation 
also takes on more public importance as one means of ensuring a 
manpower supply of sufficiently high quality. Mistaken choices, 
fruitless investment of energy, time and money or disappointed 
expectations of a successful career and a happy life have harmful 
repercussions not only on the individual but on society as a whole. 
In addition, whereas an occupation used once to be chosen for a 
lifetime, it is now a common practice to change from one related 
trade to another. The task of vocational guidance hence consists 
less and less in providing help once and for all when the young 
worker is looking for a permanent occupation ; more and more it 
will include advice on the first occupation, follow-ups during the 
subsequent career, and further advice when a change is con- 
templated. Industrial life has become dynamic; vocational 
guidance must follow suit. 

In accordance with present practice vocational guidance is to 
feature as a specific cantonal function in the new Act, which will 
simply refer to its dual role of providing general information on the 
state of the employment market and of furnishing individual 
advice. In this way free rein will be given to the cantons to develop 
their own methods (exploring tastes and aptitudes, guidance at 
the school, information for parents, courses in vocational selection, 
pre-apprenticeship classes, training of counsellors, etc.). 

Furthermore, the principles of free voluntary vocational 
guidance and free choice of an occupation on the individual’s own 
responsibility are to be expressly stated in the Act, and all official 
direction of workers into particular trades is to be excluded. No 
government office will be able to deprive an applicant of the right 
to make its own decision and bear his own responsibility, for in 
the final analysis it is only after experience in the occupation that 
the rightness of any particular choice can be reliably assessed. 


A pprenticeship—the Basic Form of Training 


In Switzerland, as in Germany and Austria, the medieval 
guild system of apprenticeship to a master has survived the intro- 
duction of freedom of commerce and freedom to choose a trade. 
The system was merely broadened in the nineteenth century by 
also requiring part-time attendance at a special craft or commercial 
school. Full-time trade schools providing a complete apprentice- 
ship were established in only a few trades and areas. An industrial 
apprentice attached to a master craftsman and attending a 
supplementary trade school costs the public between 300 and 
800 francs a year, according to the occupation ; whereas training 
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at a full-time school is about five times as expensive, even without 
the cost of the school buildings and equipment. 

The Committee of Experts was unanimously in favour of 
practical apprenticeship as the basic form of preparation for a 
trade because to train sufficiently large numbers in full-time 
schools is neither materially nor financially feasible, but also 
because practical apprenticeship brings the trainee closer to 
occupational and social life than school training can ever do. 
On the other hand, the full-time trade school provides a much 
more systematic and methodical training than the workshop, 
because at school the trainee and his training are the main objective, 
whereas in a workshop they come second to production. While 
it must be admitted that these two main forms of training are 
of equal value, both need to be better organised. In particular, 
the Committee of Experts recognised the need to base improve- 
ment and expansion on the traditional system of practical 
apprenticeship. 

Means of achieving this include courses in vocational training 
methods for master craftsmen, and the elaboration of training 
courses for various occupations as aids to methodical training in 
the establishment ; in addition, apprentices in full-time attendance 
at vocational schools should be attached to private undertakings 
during part of their training period (as has been done for years 
by the commercial schools or training workshops for craft appren- 
tices) ; and it should now be possible to make such arrangements 
reciprocal by also taking apprentices from private undertakings 
into full-time schools for short periods. 

This will be a step towards combining practical apprenticeship 
and full-time school apprenticeship in order to produce a third type 
of industrial training which may well retain the advantages of 
both the others and avoid their drawbacks. Industry has already 
taken the initiative here; some big undertakings, particularly 
in the metal trades, have long since set up their own training 
workshops, which provide apprentices with a basic preparatory 
course ; they are then transferred to the various departments of 
the factory for further training. Analogous arrangements should 
be made in the future for combining in-plant basic apprenticeship 
with attendance at schools serving a group of undertakings ; but 
only to the extent justified by the particular needs of each occupa- 
tion. In Switzerland several firms have already efficiently trained 
their own bricklayers, painters and plasterers in this way ; during 
each year of training the young workers take a four to eight week 
basic course at a trade school. The undertaking pays most of the 
cost and by doing so discharges part of its obligation to provide 
training. 
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The breakdown of the traditional crafts into thousands of 
narrower occupations might give the erroneous impression that 
there are now only specialists to be trained. But needs and 
experience have shown that, both because of technical develop- 
ment and because workers tend to change their occupation (even 
in Switzerland up to 50 per cent. of skilled workers do this in some 
branches), the apprentice trade has to provide the trainee with a 
basic occupation from which he may move outward to a wide 
circle of more specialised occupations. The Swiss economy depends 
on personnel whose training has kept up with technical develop- 
ment. The Committee of Experts therefore expressed the unani- 
mous view that apprenticeship should be organised to provide 
a basic or central training including broad essential procedures 
which open the way into related occupations. However, in order 
to eliminate any restrictive tendency towards specialisation, not 
only must the fundamentals of the basic trade be capable of 
development, but there must also be stimulating and broadening 
possibilities of further training, retraining and promotion in 
the shape of short complementary, supplementary or additional 
courses according to the individual’s age and previous education. 
The Act is to provide, in principle, for facilities of these kinds. 

As regards the training of young disabled persons the present 
statutory provisions are to be extended, and part-time or particular 
training, with special certificates, is to be arranged for them in 
accordance with their capacities. 

In line with the general policy of improving and extending 
vocational training arrangements, the Committee came to the 
conclusion that apprenticeship cannot be restricted to preparation 
for the mere performance of practical tasks. Reliable experience 
and research have made it clear that the bare ability of a trainee 
or worker to perform the operations he has learnt is no guarantee 
that his long-term performance will be satisfactory, still less that 
his behaviour will be responsible, that he will live a satisfying life 
or that his occupational and personal development will be positive. 
The new Act is therefore to express the basic idea that vocational 
training should include the education of the whole man for his 
occupational and social life. 

The question of protecting the young worker was also raised 
during the discussions. The experts considered that, in view of 
the greatly reduced hours of work stipulated in collective agree- 
ments in various occupations, there was no need to put a special 
limit on the hours that may be worked by apprentices. The 
amended Act will embody the principle that an apprentice’s 
total working time, including that spent on vocational instruction, 
cannot be longer than the statutory or customary hours of wage 
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earners and salaried employees in the respective occupation and 
undertaking. Compulsory accident insurance (in the factories not 
already obliged to insure) and general sickness insurance were also 
considered unnecessary, the general view being that almost all 
apprentices are insured through their articles of apprenticeship, 
even in cantons which have no compulsory insurance. On the other 
hand, apprentices’ annual holidays will be increased from one 
week a year (the present statutory minimum) to three weeks, 
since most of the cantons have already exceeded the minimum 
and introduced two or three weeks’ annual holiday for apprentices. 
Other existing cantonal provisions for the protection of young 
workers which are in excess of national requirements will be 
retained—particularly those respecting medical examination on 
entry into apprenticeship and supervision of apprentices by the 
trade-school medical officers (the individual having free choice 
of practitioner for purposes of treatment). 

The present Act already obliges the cantons to supervise 
apprenticeship arrangements, and thus helps to keep up the 
standard of apprenticeship and to protect the apprentice. In the 
future also the cantons will be required to exercise efficient super- 
vision ; this will involve exclusion of undertakings where apprentice- 
ship arrangements are unsatisfactory and will also enable the 
progress of the apprenticeship to be kept up to standard by skilled 
inspection of the undertaking or by periodical tests ; and it will 
ensure the necessary corrective action in the interests of the 
training and the trainee in case of defect or doubt. In this connec- 
tion the co-operation of employers and workers on apprenticeship 
boards or supervisory committees and as expert members of the 
cantonal supervisory agencies has proved very valuable; it keeps 
alive the idea that the undertakings and the workers share the 
responsibility, so that apprenticeship is not stifled by bureaucratic 
control. 


Comprehensive Facilities for Further Training 


Formerly the skilled craftsman could manage for the rest of 
his life on what he had learned in his youth. In the changing 
conditions of present-day progress, no one has “ learned every- 
thing ” or is ever “completely trained”. On the contrary, the 
craftsman must constantly adapt himself to new requirements. 
Modern vocational training can therefore no longer be based only 
on an apprenticeship whose content and duration are fixed once 
and for all in advance. Training must now be thought of in terms 
of movement outward from a centre, so that the worker is or 
should be led from his basic or initial apprenticeship to appropriate 
further training. This idea is to be clearly expressed in the new 





VOCATIONAL TRAINING IN SWITZERLAND 385 





Act, and accordingly the many different facilities for further 
training—vocational schools, periodical or permanent courses run 
by trade associations, etc.—will be encouraged. Nor should 
courses be restricted to the skills and knowledge required in a 
particular trade; they should include instruction on related 
occupations and on the undertaking, as well as other constructive 
or formative subjects. Even the education of the personality for 
industrial life should be included, for it is not only the technical 
performance but also character training and consequent behaviour 
that count in an occupation. Against such a background the tradi- 
tional methods of recruitment and training are no longer sufficient. 
New forms of adult education—voluntarily accepted, and encour- 
aged by the undertaking—must be worked out which will awaken 
spontaneous effort and initiative, develop existing talent, facilitate 
the advancement of the meritorious and so contribute to an 
optimum manpower policy and a fruitful arrangement of personal 
and social life. Advanced training is to be geared to progressively 
higher trade tests for foremen, master craftsmen in industry and 
self-employed craftsmen—another step in the same direction. 


Help for Workers Who Have Had No Apprenticeship 


Essentially, the present Act applies only to apprentices. It 
does not cover those who, on leaving school at 15 years of age, go 
straight out into the world of adult employment either as unskilled 
workers cr as semi-skilled operatives with no more than a hrief 
introduction to their job. But this group also needs further 
educational assistance for, although physical maturity is now 
reached one or two years earlier than was formerly the case, the 
mind and spirit seem to mature more slowly. A short period of in- 
duction, aids based on psychological testing and work analysis, the 
discipline of the factory—these provide young workers with some 
practical training in diligence, endurance and reliability ; but 
there is not enough of the all-round assistance which a juvenile 
needs if he is to settle down in an industrial society. Even the 
general continuation schools, which many cantons require young 
persons to attend for a few hours a week until the age of 18, are 
usually felt to be a boring extension of ordinary schooling and not a 
vital introduction to adult life—although attempts to bring 
these schools into line with modern needs are being made. There 
are both legal and ideological objections to removing the general 
continuation school from the comprehensive educational system 
of the cantons and transferring it to a vocational training system 
organised under federal law. In addition there are the practical 
difficulties of defining and handling, as a new occupational or 


2 
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educational unit, groups of persons engaged in unskilled or part- 
skilled operations which vary widely as regards duration and 
character from one industry and undertaking to another. The 
Committee of Experts came to the conclusion that the initiation 
of these untrained young workers into their employment should 
be left to the undertaking for contractual and practical regulation. 
The question whether, how and when the continuation school can 
be taken out of the general education system and integrated into 
the vocational school system as a new type will be determined in 
the light of development at a later stage. However, the Committee 
of Experts did not wish unskilled or semi-skilled workers to be 
left entirely to their own devices, as under the present Act. It 
felt that they should at least be given the possibility of further 
training and advancement. Ambitious workers who could not 
have an apprenticeship in their youth should be given a chance— 
and encouraged by their employers—to go through an accelerated 
form of apprenticeship reduced in length according to the in- 
dividual’s age or previous education. There is also the possibility, 
which already exists, of taking an apprentice’s final test after a 
period of informal training on the job (twice as long as a normal 
apprenticeship) and attendance at a trade school; if he passes 
the test the worker may then enter an apprentice trade. How- 
ever, untrained workers are a dwindling minority and the prob- 
lem they present is therefore losing some of its importance. At 
present, as stated above, 70 per cent. of the boys and 50 per cent 
of the girls leaving school go into an apprenticeship ; others 
continue their education in other ways (secondary school, higher 
education, teachers’ or nurses’ training institutions, etc.). This 
seems to show that the general factory worker, once characteristic 
of industry, is giving place to a new type of industrial worker who 
styles himself according to his job, enjoys some occupational pride 
and standing, and uses the facilities for further training provided 
by many undertakings to improve his situation. Lastly, even the 
existing Act is not restricted to trades with a three-year apprentice- 
ship or a two-year period of training : on the contrary, it permits 
recognition of training which lasts, according to the trade, for not 
less than one full year. This enables a greater number of activities 
to be classified as “ trainee trades ”, broadens the basis of recruit- 
ment for vocational training and consequently reduces the number 
of unskilled workers. 


Trade Schools as Agencies for Vocational Education 


As already stated, the present Act deals mainly with apprentice- 
ship and, in a special chapter, with complementary trade schools 
(industrial and commercial). Other kinds of vocational training, 
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such as full-time commercial and technical schools, professional 
schools and training workshops are mentioned only incidentally 
among the institutions to be encouraged and subsidised. Although 
this has not hampered their development, the new Act will provide 
for more systematic encouragement of vocational education. 

First among the institutions in question are the part-time trade 
schools which supplement practical apprenticeship. These have 
developed out of the general continuation schools of the nineteenth 
century, and in the present century they have become independent 
craft or commercial schools with their own educational objectives, 
their own buildings and equipment, their own teachers and 
curricula. 

Industrial occupations today are based on the natural sciences 
and their technical applications and the workers need some 
theoretical teaching in order to understand a modern occupation 
and perform it well. They must also be taught to understand the 
needs of an undertaking, to take part in cultural life and to become 
responsible citizens of the nation and the world. The part of the 
supplementary trade school in the training process is thus just as 
important as that of the undertaking. 

This partnership between school and undertaking in the 
apprenticeship is to be more clearly expressed by the new Act. 
As the roles of the two parties vary from one occupation to another, 
the Act will lay down principles only, such as the definition of 
compulsory attendance at school—one full day or two half days a 
week with appropriate distribution over the year or, as in the case 
of seasonal trades, concentration in a shorter period. Compulsory 
school attendance is to be restricted to week-days before 7 p.m., 
so that the evening hours remain available for voluntary classes 
(the present Act permits compulsory classes until 8, or even until 
9 p.m. in exceptional cases). In future voluntary occupational or 
inter-occupational classes will be provided (and subsidised) for 
talented apprentices and young skilled workers, so that able 
individuals may be encouraged. 

The organisation of part-time schools will remain a matter for 
the cantons, which, in agreement with employers and workers, 
will provide courses for each occupation on a local, regional or inter- 
cantonal basis depending on the number of pupils available. On 
the other hand the Confederation—in agreement with the cantons 
and the occupational associations—will be responsible for the estab- 
lishment of standard programmes and for training teachers of trade 
subjects. The methods of teacher training will remain flexible and 
varied, so that primary, secondary and high-school teachers, 
or technicians, engineers and other graduates, may be recruited 
and trained according to requirements. 
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The second group of institutions to be encouraged are the 
full-time trade schools (training workshops) and commercial 
schools. These provide a complete vocational training and perform, 
in their own way, the functions of both the undertaking and the 
school under the dual apprenticeship system. In the new Act the 
provisions regarding practical apprenticeship and the supplement- 
ary trade schools may possibly be extended to full-time trade 
schools also—but with the necessary adjustment, since they must 
remain a distinct form of training institution whose programme 
can and should go somewhat further, as regards general education, 
than those of the complementary trade schools. Both the industrial 
and the commercial schools of this type will continue to be able 
to apply special final tests to their students instead of the ordinary 
trade test and to issue to them special certificates, equivalent to 
the certificate of competence issued on passing the official test. 

Apart from the public commercial schools there are also in 
Switzerland some well-conducted private commercial schools, 
which have hitherto not been linked up with other training 
arrangements. These private schools perform several functions : 
they provide special training for commercial occupations not 
covered by the legislation on vocational training; they provide 
preliminary courses and courses of further training; in some cases 
they also offer a complete commercial training, particularly for 
“Jate-comers ” and other persons who, for personal reasons, have 
had no apprenticeship and do not attend an official commercial 
school. Under the new Act it will still be impossible—mainly for 
legal reasons—to place these private institutions on an equal 
footing with the public commercial schools, since they are not of 
public utility but are usually operated for profit. However, their 
students will in future be able to sit for the official trade tests if 
they fulfil the general conditions and if their training corresponds 
to that given at the official schools. 

The full-time and part-time schools, both industrial and 
commercial, are two distinct types of vocational schools, both of 
which provide instruction at the apprenticeship stage. While 
retaining their individual character, these two types must be con- 
sidered, in principle, as equivalent. The new Act will also expressly 
state that the full-time and part-time trade schools have a role to 
play in further vocational training, in particular for higher trade 
tests and master craftsmen’s tests. This will bring them closer to 
the third type of vocational training institution—the “higher 
technical school ”. 

Switzerland has nine public higher technical schools, plus three 
private evening technical schools. The establishment of others is 
under discussion. As the demand for technicians of this type is con- 
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stantly increasing and the provision of such schools, in excess of 
cantonal requirements, is a matter of national importance, they are 
to be dealt with in a special division of the new Act, with an outline 
description of their functions. Enterprise by the cantons and by 
industry is to be supported by federal action in such a way that 
public funds will be satisfactorily used and so that training facilities 
adequate for the whole of Switzerland, and suitable in respect of 
location and areas served, may be provided in the shape of a suffi- 
cient number of efficient higher technical schools. 


Study Grants and Other Financial Matters 


In the many sittings of its subcommittees the Committee of 
Experts discussed other questions also, such as trade tests (on 
conclusion of apprenticeship), higher trade tests and the problem 
of study grants. Out of every 100 Swiss apprentices about two- 
thirds come from the lower-paid classes of office and manual 
workers, and one-seventh cannot go through their training without 
a grant. The question was whether allowances from public funds 
should be paid to the poorer trainees. 

Economy and society are increasingly dependent on every 
talented person, and more grants—allotted in accordance with 
personal aptitudes—are required in order to help such persons 
upward in the scale. Furthermore, the work of private and public 
agencies making study grants at the local, cantonal and federal 
levels should be better co-ordinated. Greater resources are also 
required in order to promote the training of craftsmen-instructors, 
teachers and examiners, to provide training material and other 
basic or auxiliary requirements, as well as vocational school 
buildings of every kind. 

Communes and cantons have long ceased to be economically 
self-sufficient. Vocational training has become a national function, 
which can only be performed by co-operation between industry, 
the commune, the canton and the Confederation. The Committee 
of Experts considered that the method of allocating the federal 
subsidies should be revised. This will lead to procedural simplifica- 
tion, but it will also involve increased federal contribution and some 
redistribution of the burden between the financially more and less 
powerful cantons, and special assistance will also have to be 
provided for institutions that are important to several cantons 
or to the whole country. 


FURTHER PROCEDURE AND. SUMMING-UP 


On the basis of the conclusions reached by the Committee of 
Experts and its subcommittees, the drafting committee—together 
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with the Federal Office for Industry, Arts and Crafts and Labour— 
is now working out the first draft for a new Act which will be 
submitted to the cantons and the occupational organisations, 
modified where necessary in the light of their views, and finally 
introduced in Parliament for discussion and decision. 

The proceedings hitherto have been distinguished by the frank 
and constructive attitude of all those concerned. Narrow party 
or occupational interests have been set aside, and considerations 
of detail which can better be handled at the administrative stage 
have also been left out of account. 

The most striking result, however, is the clear triumph of two 
basic ideas. First of all, vocational training today means the 
production of an individually and socially valuable person. To call 
the training “ vocational ” in no way signifies a restriction in the 
sense that it must produce vocational skills alone : the adjective is 
merely an indication of the particular circumstances in which the 
education and training are to be provided. Vocational training will 
always apply to the whole person and it will aim at promoting an 
attitude, on the part of this person, which will enable him to strive 
and to give of his best in life and labour. Vocational training is 
full-value education for the job, the community and a better life. 

The experts’ second basic idea stems from the fact that our 
industrial world makes educational demands such as no economy 
or society has ever made before, and that our future depends pre- 
cisely on vocational training, human and technical. The industrial 
age is also the age of vocational training. If we are to keep in step 
with development and to meet the needs of the future, we must 
have up-to-date training for our manpower in the widest sense of 
this term, from the factory worker, the skilled tradesman or com- 
mercial employee, to the supervisor, the foreman, the technician 
and engineer, the physicist, the economist, the lawyer, the medical 
officer, the technical or commercial manager, the director of 
personnel. It is to be hoped that, by means of its amended Act, 
Switzerland will bring into existence a great vocational training 
system through which its workers will make the best of themselves 
and of their society in a changing world, and will develop further 
in co-operation with the people of other countries. 





Wage Negotiations and Wage 
Policies in Sweden: II' 


THE Post-War RISE IN WAGES 


HE period since the end of the Second World War has, on the 

whole, been one of vigorous expansion and strong inflationary 
pressure in Sweden. An outstanding feature of this development 
has been the rapid rise in money wages. Taking the post-war 
period as a whole, the yearly increase in money rates for male 
industrial workers has on an average been about 10 per cent. 
In part this upward movement—in marked contrast to the almost 
stable wages of the 1930s—has been made possible by the expan- 
sion of the economy to higher levels of productivity, which has 
afforded an enduring basis for a higher standard of living. To a 
great extent, however, the higher money wages merely reflect 
the inflationary pressures of these years. It is not surprising that 
this unprecedented rise in money wages should have created 
serious problems and brought questions of wage policy to the fore 
in discussions about inflation and the means of preventing or 
checking it. (This must, of course, not be taken to imply that 
wage increases have been the sole inflationary factor at work.) 

Table I shows the yearly increase in contractual hourly wage 
rates and in actual hourly earnings for adult male industrial 
workers in the period 1946 to 1958 as a percentage of the average 
figures for the preceding year. 

In Sweden, as in many other countries, it has been a character- 
istic feature of post-war wage movements that the rate of increase 
in earnings in industry has exceeded that which could be anti- 
cipated on the basis of the agreements reached in the annual wage 


1 The first part of this article, dealing with the organisation of employers 
and workers, labour legislation and collective bargaining, appeared in 
Vol. LXXX, No. 4, Oct. 1959. 

2 Cf. for instance, Recept mot inflation. Sex professorer har ordet, Utgiven 
av Kungl. Finansdepartementet (Stockholm, 1957). In this book, prepared 
at the request of the Minister of Finance, six prominent Swedish professors 
of economics present their views on appropriate “ prescriptions against 
inflation”. Although differing on many points in their diagnosis and pre- 
scriptions, they agreed on the overriding importance of a slower rate of 
wage increases if inflation were to be arrested. 
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TABLE I. PERCENTAGE INCREASES OF MALE HOURLY WAGE RATES 
AND EARNINGS IN MANUFACTURING INDUSTRIES, 1946 To 1958 4 
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1 The figures are no more than approximate because of difficulties in determining the exact result of the wage 
settlements. Slightly different figures are, for example, given by Renn: “ Swedish Wages and Wage Policies ”, 
op. cit., p. 100. Those used in the above table for the years up to 1955 are taken from a report submitted by a joint 
committee appointed by the S.A.F. and the L.O. to study the problem of “ wage drift ”: Léneglidning. Rapport /rdn 
expertgrupp tillsatt av SA F och LO (Stockholm, 1957), p. 24. For 1956 to 1958 the figures are derived from B. Kucet- 
BerG: “ Harmony in Labour Relations”, in Financial Times (London), 9 Sep. 1959, p. 7. For a more complete 
statistical survey of wage movements see Lloyd G. Reyno.ps and Cynthia H. Tarr: The Evolution of Wage Structure 
(Newhaven, Conn., Yale University Press, 1956), Ch. IX.  * Preliminary. 


negotiations between the central labour market organisations or 
the employers’ associations and the national unions. The part 
played by this “ wage drift ”, as it is called, has been an important 
one, accounting for roughly half of the total increase in earnings 
in the post-war period. Varying from 2.5 to 6.6 per cent. the wage 
drift has in several years comprised the major part of the yearly 
rise of earnings and, in percentage terms, it alone has often been 
equal to or higher than the average percentage increase in pro- 
ductivity. 

The true significance and purport of the wage drift has been 
the subject of much discussion in Sweden, where it has apparently 
been larger than in many other countries, though this may to a 
large extent be explained by differences in methods of statistical 
measurement. 

Two familiar possible reasons for a more rapid increase in 
earnings than in wage rates are (a) movements of workers from 
lower-rated to higher-rated jobs in the same firm or in other 
firms or industries and (b) higher piece-rate earnings through 
increased performance by workers. It appears however that 
neither of these factors accounts for any very considerable propor- 
tion of the Swedish wage drift. 


1See Léneglidning. Rapport fran expertgrupp tillsatt av SAF och LO 
(Stockholm, 1957), Ch. V. For a summary of this report in English 
see G. REHN: “ Wage Drift in Sweden”, in Trade Union Research and 
Study Departments (Amsterdam, European Productivity Agency, 1959). 
See also Meddelanden fran Konjunkturinstitutet ; Konjunkturldget Hosten 
1957, Serie A: 30 (Stockholm, 1957), p. 45. In Tvade Unions and Full 
Employment, op. cit., which is the English (abbreviated) version of a report 
submitted by a special committee of the Confederation set up in 1949 to 
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If this is so, it seems that wage drift is predominantly a result 
of an actual, and not merely an apparent, increase of wage rates 
over and above those stipulated in the contracts. Unfortunately 
it has not been possible to establish quantitatively the contribution 
of the different components which make up the wage drift. No 
doubt the primary underlying factor has been the scarcity of 
labour in post-war years. More light has been thrown on the 
question in a recent study in which the problem of wage drift 
was approached on this assumption. 

Comparisons of the rate of wage drift in each of eight main 
groups of manufacturing industries with, inter alia, the excess 
demand for labour (calculated as indices on the basis of the number 
of vacancies in the different industrial groups) during the period 
from 1947 to 1954, showed a significant correlation. The material 
does not, however, reveal any significant positive correlation 
between profits or increases in productivity in piece work on the 
one hand and wage drift on the other. Similar results were arrived 
at in a study of the problem in Denmark, where there was a 
fairly high correlation between the wage drift for each single year 
and the corresponding unemployment rate.? Since the wage drift 
has been comparatively high even in periods of not inconsiderable 
unemployment, certain elements in the structure of the piece-rate 
system have in all probability also played a very important part 
in Sweden. 

In Sweden, as in other countries with similar recent experience, 
the problem of money wages rising faster than productivity is a 
new one, or was at least of little consequence during the inter-war 
period. This appears clearly from table II, which shows that 
productivity rose by 3 per cent. a year in Sweden between 1929 
and 1939, while wages only increased by 1 per cent.* By contrast 


investigate wage-policy questions, it is stated (p. 55) that of the total 
increase in earnings of 134 6re between 1939 and 1950, 2 Gre is accounted 
for by “ a greater increase in the number of workers in high-wage industries 
and high cost-of-living zones” and 2 ére by “ increased overtime work ”. 
It will be noted that these estimates cover only part of the post-war period. 


1 Bent HANSEN and Gésta REHN: “On Wage-Drift. A Problem of 
Money-Wage Dynamics ”, in 25 Economic Essays in Honour of Erik Lindahl 
(Stockholm, 1956). Wage drift as a characteristic phenomenon of full 
employment was earlier discussed by Arne Lunp: “ Spontan og autonom 
Lénestigning ”, in Festskrift til Jérgen Pedersen (Aarhus, 1951). 

2 See LuND, op. cit. 

3 The difference is to be explained partly by the transfer of labour from 
low-wage (especially agriculture) to high-wage industries, causing a consider- 
able rise in the average wage per employed person which is not reflected 
in the index number. See E. LUNDBERG : “ General Survey of Some Issues 
of Wage Policy”, in Wages under Full Employment, edited by Ralph 
eo gg (London, Edinburgh, Glasgow, William Hodge and Co. Ltd., 1952), 
p. 13. 
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the yearly rise in money wages was no less than 14 per cent. from 
1950 to 1953 as compared with a 3 per cent. rise in productivity. 
Indeed, even in the two years of wage stabilisation (1949 and 
1950), when contracts expiring were prolonged without amendment, 
actual earnings rose more than productivity because of the wage 
drift. 

One of the main conclusions to be drawn from this table is 
that no clear relationship seems to have existed between changes 
in productivity and changes in nominal earnings in the period 
under review. In other words the productivity gain as a determi- 
nant of the scope for wage increases had—at least prima facie— 
no bearing on the actual movements of wage rates. This is worthy 
of note in view of the reference frequently made to productivity 
gains as setting an upper limit to the extent to which wage increases 
are compatible with price stability, and the often prominent role 
that the rise in productivity seems to have played in wage negotia- 
tions in Sweden. 


TABLE II. TRENDS IN PRODUCTIVITY, WAGES AND PRICES 
IN SWEDEN, 1923 To 1953 
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s Index of the volume of production divided by hours worked. * Index of nominal hourly wages 
divided by cost-of-living index. 


A somewhat different and more even trend is shown by real 
hourly earnings, but in this case too the correlation with produc- 
tivity is bad. From 1929 to 1939 the cost of living, although 


1 The familiar dictum that (other things being equal) increases in money 
wages can equal gains in productivity without causing a wage-price spiral 
applies only to the economy as a whole. Within specific trades, industries 
or plants the room for increases in wage rates would on the average be less 
than the total advance in productivity because of the shift of labour from 
low-paid to high-paid jobs. 
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showing upward and downward movements from year to year, 
was stable, so that the average 1 per cent. increase in money wages 
was equal to the average annual increase in real earnings. In the 
post-war period the development has been much more uniform. 
The rise in real wages has been wholly due to a faster rise in wages 
than in the cost of living ; only in one year (1954) was there a 
minor fall in consumer prices.1 The price increase from 1946 to 
the end of 1958 was about 60 per cent., equal to a rate of increase 
of nearly 5 per cent. a year on the average. Since, as has been 
said, money wages have gone up by roughly 10 per cent. a year, 
this would imply an approximate yearly increase in real wages 
of nearly 5 per cent. during the post-war years. 


WAGES AND FuLL EMPLOYMENT 


The contrast between the behaviour of wages in the 1930s 
and in the post-war years is matched by an equally remarkable 
contrast between the unemployment figures in the two periods 
(see table II). In the former period the demand for labour was 
decidedly less than the supply and unemployment did not fall 
below 10 per cent. on an average, even immediately before the 
Second World War. Since 1945 there has, on the other hand, 
been an excess demand for labour for the greater part of the time. 
In none of the years since the war has unemployment among trade 
union members exceeded 3 per cent. calculated as an annual 
average. Unemployment has, for the greater part of the time, 
been almost wholly “frictional”. Indeed, the excess demand 
for labour has been so strong, particularly during the first post- 
war years, that it is considered to have created a set of disturbing 
factors in the employment market—excessive labour turnover, 
increased absenteeism, a higher rate of accidents and less occupa- 
tional training.” 

Can the discrepancy between the inter-war and post-war years 
be taken to imply that a close relationship has existed—and still 
exists—between wages and wage movements, on the one hand, 
and the level of employment or unemployment, on the other ? 
Particularly in countries like Sweden, where the industrial labour 


1 Incidentally this would seem to refute—at least as far as the post-war 
period in Sweden is concerned—the old adage that “ prices go up by the 
elevator while wages walk up by the stairs ”. Cf. in this context LUNDBERG : 
Business Cycles and Economic Policy, op. cit., pp. 238-239, where he main- 
tains that this has at no time in the last 100 years been completely true. 
He indicates that the greatest advances in real wages seem to have been 
made as a rule during periods of falling prices (especially in the 1880s and 
1890s). 


2 Trade Unions and Full Employment, op. cit., pp. 37 ff. 
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force is strongly organised, the classical supply-and-demand theory 
of wages is considered by many students not to be applicable or 
at least to be an insufficient tool for analysing wage movements. 
According to this view substantial increases in wages might occur 
at almost any level of employment. 

It would nevertheless seem that in Sweden wage movements 
have largely been determined by the relationship between supply 
and demand in the last thirty years. It has already been shown 
that excess demand for labour has to all appearances exerted a 
decisive influence on that part of the increase in earnings that 
has taken the form of a wage drift, i.e. about half of the total 
post-war increase.! 

It is more difficult to determine the actual effect of supply 
and demand on contractual increases in wages. The least that 
can be said is that, while the wage drift escapes the control of the 
employers’ and workers’ organisations, contractual wage increases 
are the outcome of negotiations between them; and it would 
seem clear that in a manpower shortage the labour side is in a 
stronger bargaining position than the management side, whereas 
in a situation of redundancy the position is reversed. 

This is not to say that either side, in conducting negotiations, 
will be influenced solely by the prevailing relationship between 
supply and demand. But central negotiating organisations, even 
if they wish to restrain wage increases, may be powerless to do 
so at a time when there is a large unsatisfied demand for labour. 
At such a time local trade unions may be strong enough to secure, 
and employers may have little desire to resist, special payments 
additional to negotiated wage rates, which will thwart all attempts 
at a restrictive wage policy. Workers may know that employers 
can sustain relatively large wage increases and employers in 
different branches may be afraid of being left behind in the general 
wage movement and may be “ disinclined to engage in any wage 
disputes, not only because of favourable business conditions, but 
also owing to the fear that in an isolated dispute the labour may be 
absorbed by other branches ”.* 

There is evidence that this sort of situation has prevailed in 
Sweden in recent years, and the Swedish Confederation of Trade 
Unions (L.O.) and the Swedish Employers’ Confederation (S.A.F.) 
have explicitly stated that the problem of price stabilisation cannot 
be solved by voluntary wage restraint. Many writers, including 


1 Wage drift was of little importance in the inter-war period. Between 
1929 and 1939 it only accounted for a small part of the total rise in earnings. 
See Léneglidning, op. cit., p. 19. 

2 KUGELBERG: “ Centralised or Decentralised Wage Negotiations ”, 
op. cit., p. 92. 
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notably Lord Beveridge, have stressed the importance of a 
“responsible ” attitude on the part of trade unions in regard 
to wage demands in conditions of full employment ; but “ argu- 
ments about ‘responsibility’ or a ‘reasonable’ wages policy 
are nonsensical if wage agreements no longer determine the level 
of wages”. 

Apart from the question whether voluntary restraint on the 
part of central negotiating bodies can effectively check wage 
increases when there are acute labour shortages, there are deeper 
objections on the part of both employers’ and workers’ organisa- 
tions to voluntary restraint as a permanent feature of stabilisation 
policy. Two statements, the first representing the views of Swedish 
employers and the second those of Swedish workers, may be quoted 
as evidence of this— 

It should be made indubitably clear that neither the employers nor the 
labour organisations will accept a wage policy as normal which their mem- 
bers would regard as contrary to their current interests.* 


The acceptance of the “ permanent restraint line ” would basically alter 
the duties of the trade union organisations ; from having been organisations 
to defend the economic interests of a specific group they would be changed 
into bodies for the purpose of adapting wage policy to the general economic 
policy. If the individual trade union branches were deprived of their present 
main task of getting increased wages for their members, there is reason to 
doubt whether they would survive. 


If there is thus agreement among both employers and workers 
that voluntary wage restraint provides neither a feasible nor an 
acceptable solution to the problem of inflation in conditions of 
full employment, this does not mean that they accept a continuous 
fall in the value of money as the price of maintaining free collective 
bargaining in these conditions. On the contrary, both parties are 
well aware that excessive wage increases may in the long run 
threaten the maintenance of full employment, and realise that 
inflation often implies a misuse of resources and thus a loss of 
output. But they take the view that the primary responsibility 


1 Rudolf MerpNER : “ The Dilemma of Wages Policy under Full Employ- 
ment”, in Wages under Full Employment, op. cit., pp. 28-29. 

2 KUGELBERG: “Centralised or Decentralised Wage Negotiations ”, 
op. cit., p. 98. 

3 Trade Unions and Full Employment, op. cit., p. 87. 

4“ Tf the duties of the trade union movement were merely to endeavour 
to preserve and increase the wage earners’ share of the total national income, 
it would very well accept a continuous decrease in the value of money, 
provided the trade unions were not prevented from pursuing an active 
wages policy. A decisive argument against a policy based upon, or at least 
resulting in, a continuous rise in prices, is, however, that it would hamper 
total productivity and thus the increase in the standard of living and real 
wages of the wage earners.” (Tvade Unions and Full Employment, op. cit., 
p. 82.) 
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for keeping the level of purchasing power within non-inflationary 
bounds rests with the government. This is not inconsistent with 
the opposition of both parties to state intervention in labour 
market affairs. Indeed, both central organisations have explicitly 
rejected any encroachment upon the freedom of collective bargain- 
ing by way of state wage-fixing machinery for the purpose of 
allaying the inflationary pressure. This does not mean that 
employers and unions disclaim all responsibility towards society, 
but only that they are not prepared to accept responsibilities that 
would hamper them in the discharge of their fundamental duties 
towards their members}, and that they believe the State can 
discharge its responsibilities for containing inflationary pressures 
by means other than intervention in the employment market. 
The attitude of the employers is clearly brought out in the following 
statement by Mr. Kugelberg who, in 1956, said— 

The primary responsibility for preserving the value of our 
currency devolves upon the Government, which alone controls the instru- 
ments of economic policy. If, however, the Government brings supply and 
demand into balance, it becomes naturally incumbent upon the parties in 
the labour market to comport themselves with such discretion and modera- 
tion that new inflationary impulses are not set off by too hasty wage 
increases.” 


Employee spokesmen have often formulated their views in a 
somewhat similar way. Mr. Geijer, for instance, in a policy speech 
after his election as president of the L.O., emphasised that the 
preservation of the freedom of the labour market necessarily 
involved a share of responsibility for the trend of the economy. 

That measures by the government to restrain demand would 
put a certain degree of deflationary pressure on the economy and 
might in practice mean a lower level of employment is recognised 
by both parties and this appears, up to a point, to be considered 
as a price worth paying. The well known Beveridge definition of 
full employment as a state of affairs in which there are always 
“more vacant jobs than unemployed men ” seems to be regarded 
by the L.O. as too ambitious in the light of Swedish experience 
during the first post-war years. What degree of unemployment 
can be tolerated has not been explicitly stated. The following 
definition has been given in an L.O. report: “ It is clear that full 
employment does not mean that every worker wil] be continuously 
employed in the same occupation, on the same spot. On the other 
hand, full employment must mean that anyone who loses his job 


1 Cf. B. C. Roperts : National Wages Policy in War and Peace (London, 
George Allen and Unwin, Ltd., 1958), Ch. 6: “ Wage Policy in Sweden”, 
p. 93. 

2 Quoted from Louse, op. cit., p. 1231. 
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can be assured of getting without much delay a new job suited 
to his strength and ability.” 1 But even this definition gives no 
idea “how quickly, with how much removal from one locality 
to another and with what possible retraining an unemployed person 
is able to obtain new work ”.? 


PROBLEMS OF STABILISATION POLICY 


While many statements have been made to the general effect 
that a more restrictive monetary and fiscal policy would provide 
the best means of containing inflationary pressures, the L.O. 
has expressed quite specific views both on the measures that 
should be taken and on how the unemployment that might result 
from a reduction in the aggregate level of effective demand should 
be dealt with. In the following paragraphs, views on these matters 
expressed by the L.O. or by persons closely associated with it 
will be briefly examined in the light of certain discussions to which 
they have given rise ; mention will also be made of some other 
proposals for tackling the problem of wage stabilisation. 

The assumption underlying the policy proposed by the L.O. 
is that average profits tend to be too high in the private sector 
of the economy under full employment, and that this makes 
employers too generous; accordingly, profit margins should be 
compressed so as not to allow inflationary competition for man- 
power. This should be attained by the State’s following “a tax 
policy aimed at keeping purchasing power within non-inflationary 
bounds ”.* Profits are to be understood as profits before taxes, 
and it is contended that the compression of profit margins cannot 
be achieved by increased direct taxation “as this acts in an 
inflationary way by encouraging any expenditure which can be 
deducted from income tax returns”. Instead indirect taxes are 
recommended. If negotiated annual wage increases outstrip what 
is considered to be warranted by the rise in productivity, the 
State should immediately raise indirect taxes by an amount 
equivalent to the part of the increase in the national wage bill 
that is considered “ excessive”. Attempts by business firms to 


1 Trade Unions and Full Employment, op. cit., p. 77. 

® LUNDBERG : Business Cycles and Economic Policy, op. cit., p. 262. 

8 Trade Unions and Full Employment, op. cit., p. 93. 

“Ibid., footnote. Cf. the following statement by Sumner H. SLICHTER : 
“The Passing of Keynesian Economics”, in Atlantic Monthly, Nov. 1957, 
p. 146: “ One reason why employers do such an indifferent job of bargaining 
is that under existing corporate income tax laws, the Government in fact 
pays 52 per cent. of any wage increase ” (actually Swedish corporate taxes 
are at present even higher than this). 
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pass on higher wage costs in the form of higher prices would then 
be frustrated by lack of purchasing power in the hands of con- 
sumers—in other words, firms would be confronted with a combina- 
tion of higher wage costs and a level of demand no higher than it 
would have been if they had not conceded “ excessive” wage 
increases, and profits would be squeezed. If employers could not 
compensate themselves for rising wage costs they could be expected 
to make a firmer stand against wage claims ; and if workers knew 
that any wage increases incompatible with price stability would 
immediately be taxed away (in the form of higher prices) they 
could be expected to moderate their wage demands. 

It is fully realised by the L.O. that a policy of this kind would 
squeeze out marginal firms and marginal production in various 
sectors of the economy, thus giving rise to unemployment. But 
it considers that this could be effectively counteracted by specific 
government measures, and on the whole, would not expect fric- 
tional unemployment to be larger than is inevitable in any society 
and under any policy.1_ The unemployment created should not be 
abolished by raising the aggregate level of demand again : “ Purchas- 
ing power should be pumped away, so that the ‘ demand surface’ 
sinks. The islands of unemployment which then appear must not 
be flooded over again by re-raising the ‘demand surface’, but 
instead must be removed.” ! Ways of removing them, as suggested 
by the L.O., include direct creation of work for the unemployed 
by means of governmental investment loans and subsidies and 
encouragement of voluntary transfers to desirable occupations. 
Special attention is paid to the possibilities of increasing the 
mobility of labour; the State might provide transfer grants to 
secure the movements of workers to trades, localities and firms 
where the labour supply is inadequate. The funds necessary to 
finance these schemes for removing incipient local unemployment 
would be available through the increased tax revenues. 

This is no more than a sketchy outline of the L.O. programme 
for wage stabilisation. There has been much discussion of it. It is 
clear that the programme, if carried through, would have important 
implications for the role of the State and private business in 
society, since one of its aims is a redistribution of income and a 
transfer of some proportion of private saving to the State. This 
aspect of the question, although important, rests to a great degree 


1G. Renn: “ The Problem of Stability: An Analysis and Some Policy 
Proposals ”, in Wages Policy under Full Employment, op. cit., p. 34. 

2Mr. Rehn proposes that the ordinary wage system should be supple- 
mented by remuneration for changes—preferably in the form of initial 
training premiums for new workers coming to expanding industries, plus 
travelling expenses paid by the labour exchanges (ibid., p. 46). 
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on political appraisals and falls outside the scope of the present 
article. 

Other points also arise. An essential feature of the policy 
consists of a severe squeezing of profit margins “ between the high 
wages which the trade unions can secure when there is full employ- 
ment and a purchasing power restricted by taxation ”.! It may 
well be asked whether such a close relationship exists between 
high profits and wage increases as is implied in the L.O.’s reasoning. 
In other words, would lower profits serve to curb “ excessive ” 
wage advances ? There is, as yet, little practical or empirical 
verification of this. According to the correlation analysis on the 
causes of wage drift referred to above, the material did not reveal 
any significant relations between changes in profit margins and 
the extent of the wage drift in the different industrial groups.? 
This seems to support the argument that high profits (mainly 
going into taxation and the financing of new investments) may be 
a less important factor in stimulating employers to grant wage 
increases under full employment than the risk of losing workers.* 
But even if the relation between profits and wages may be less 
direct and consistent than is apparently implied by the L.O., it 
still seems reasonable to suppose that a sufficiently strong pressure 
on profits would reduce the demand for labour and the capacity 
and willingness of firms to grant wage advances. Even so, however, 
there is some qttestion whether this kind of pressure can be brought 
to bear on the whole economy simultaneously, i.e. whether all 
sectors can be stabilised at one and the same time.‘ 

The instrument for the implementation of the programme is 
indirect taxes, subject, if necessary, to large and rapid variations. 
In this way it is deemed feasible to adapt real wage increases 
to gains in productivity continuously. The price increases brought 
about by raising indirect taxes “should follow excessive wage 
rises immediately—so that they are not an argument for new 
wage increases, but are seen to be the consequence of the wage 
increases ”.® It is clear that very flexible budgetary arrangements 


1 REHN: “ The Problem of Stability: An Analysis and Some Policy 
Proposals”, op. cit., p. 49. 

2? HANSEN and REHN, op. cit., p. 110. 

3 Cf. E. LUNDBERG, who states in “ A Critique of Rehn’s Approach”, 
in Wages Policy under Full Employment, op. cit., p. 69, that “ even with 
low profits, a high level of employment and of investment or an unsuitable 
wages structure might cause excessive wage increases ”. 

‘ Differences in the price and income elasticities of the demand for 
different goods might cause profits to be squeezed much more severely in 
some sectors than in others. 

5 REHN: “ The Problem of Stability: An Analysis and Some Policy 
Proposals”, op. cit., p. 53. 


3 
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and nice calculations of the yields of different rates of tax on 
different commodities would be needed. 

A similar idea of indirectly forcing the organisations to accept 
the real wage increase considered appropriate by the authorities 
is a cardinal feature of some other schemes presented by Swedish 
economists outside the L.O. ; two of these may be briefly described. 

That which probably comes closest to the above proposal has 
been put forward by Professor B. Hansen, Head of the Swedish 
Economic Research Institute. Starting from the basic assumption 
of free wage bargaining, the proposal aims at influencing the 
negotiations by government declarations about the changes in 
taxation which would be introduced in response to various alterna- 
tive outcomes of these negotiations, and thus inducing the unions 
to adopt, in their own interests, the wage level desired by the 
Government. If the unions choose a higher wage level, the wage 
earners will be worse off because of government policy. 

Another proposal has been put forward by Mr. A. Ostlind, 
Professor of Economics in Stockholm.? It involves more far- 
reaching state intervention, suggesting that wage settlements 
should be only provisional and subject to government approval 
and revision, if necessary. To the extent that wage rates negotiated 
in the agreements were not compatible with price stability, the 
negotiating parties would be enjoined to alter them by applying 
a reduction coefficient established by the Governmefit. For example 
if the average increase in wages that could be foreseen on the 
basis of provisional agreements would exceed by 3 per cent. that 
consistent with price stability, the reduction coefficient would be 
0.97. Applied to all wage rates, this would affect only the absolute 
and not the relative levels of wages. 

All these proposals are designed to maintain free collective 
bargaining, but within a framework that would ensure that the 
absolute amount of real wage increases granted in any year would 
not exceed the amount considered by the authorities to be com- 
patible with the maintenance of over-all economic stability. The 
difficulties arising in connection with the proposals are as apparent 
as they are important. They seem to require a high degree of 
accuracy in economic forecasting—probably a higher degree than 
has so far been attained (though it is arguable that even if the 


1B. HANnsEN: Finanspolitikens ekonomiska teori (Stockholm, 1955), 
pp. 296-353. For a review of some length in English of Mr. Hansen’s work 
see Roger DEHEM : “ Swedish Economic Policy and Thinking ”, in Canadian 
Journal of Economics and Political Science (Toronto), Vol. 23, No. 3, Aug. 
1957, pp. 419-430. 

2A. Ostiinp: “ Kan arbets marknaden géras mindre inflationistisk ? ”, 
in Recept mot inflation, op. cit., pp. 114 ff. 





WAGES IN SWEDEN 403 





official estimates of the magnitude of the wage increases that 
could be supported without inflation, and of the incidence of fiscal 
measures that the Government might take to counteract “ exces- 
sive ” wage increases were subject to a large margin of error, the 
proposals might well represent an improvement as compared with 
the present position). Furthermore, it is difficult to see how the 
problem of wage drift could be avoided, particularly in Mr. Ostlind’s 
scheme. But under the L.O. programme too wage drift might be 
difficult to eliminate. It has been contended that a certain time 
lag between the actual negotiation of new wage rates and the 
adoption of suitable off-setting measures (higher taxes) would be 
inevitable. It has also been argued that the L.O.’s scheme pre- 
supposes that workers are willing to accept without compensation 
price increases in the form of taxes. If they are not, price increases 
brought about through indirect taxation as a direct result of wage 
increases might provide as strong a stimulus to demands for 
higher wages as do price increases that come about in any other 
way. True, it is intended that the tax increases should come 
into effect simultaneously with or immediately after the wage 
increases, and be seen to be a direct consequence of the latter ; 
and the new collective agreements would remain in force for a 
certain time—i.e. could not be reopened immediately. But wage 
drift occurring during the period of validity of the new contracts 
might cause purchasing power to be greater and the squeeze on 
profits less than the Government had intended. 

The inherent merits of Mr. Hansen’s scheme are difficult to 
appraise ; however, the author himself points out that considerable 
difficulties would be met with in its practical implementation. 
Nor would it seem to solve the problem, but only transfer it to 
another plane : the decisive negotiations would take place between 
the L.O. and the Government instead of the L.O. and the S.A.F. 
Much the same objection could be made to Mr. Ostlind’s proposal 
in regard to its practical implications: the result of the negotia- 
tions cannot in practice be calculated with such exactitude that 
a reduction coefficient can be applied. Furthermore, the latter 
scheme is not acceptable to the employers’ and workers’ organisa- 
tions. Of the three, the L.O. proposal is perhaps the most realistic 
in its approach. It may be felt that it puts too strong an emphasis 
on fiscal policy ; to curb the very strong inflationary pressure 
prevailing for most of the time since the war it would probably be 
necessary to co-ordinate fiscal policy with and supplement it by 

1 For further analysis of this scheme see LUNDBERG: “ A Critique of 
Rehn’s Approach”, op. cit., pp. 55 ff. Cf. also Sir Douglas CopLanp : 


“ The Full Employment Economy ”, in Oxford Economic Papers (Oxford), 
Oct. 1953, pp. 230 ff. 
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monetary measures: the more stringent the monetary policy 
adopted in any given situation, the less seems likely to be the 
excess purchasing power to be mopped up through higher indirect 
taxes.! 

The part of the L.O. programme dealing with a faster and 
more effective movement of labour to areas of expanding employ- 
ment in order to reduce frictional unemployment is, in substance, 
of a much less controversial nature and could be supported by 
those who repudiate the first part of the programme. Here also, 
however, complicated problems are liable to arise, and a number 
of conditions seem necessary if a larger and more rapid transfer 
of labour is to come about smoothly. The Achilles’ heel in Sweden, 
as in many other countries, is the shortage of housing, especially 
in the big cities, where the demand for labour has been greatest. 
Further, there is the problem of retraining, especially difficult in 
the case of older workers transferred from areas of activity with 
different skill requirements.? 

Mention of these difficulties is not, of course, intended as 
criticism of a far-sighted programme for the flow of labour towards 
expanding industries and firms, but it is relevant to point out 
that if the first part of the programme, involving a substantial 
tightening-up of demand, were effectively carried through, serious 


strains might arise in regard to the employment of those laid off, 
which, in turn, might cause a greater unemployment than was 
actually envisaged. 


1 The L.O. proposals have not been put to the test of actual application 
in any thoroughgoing form. True, a policy having some resemblance to 
them was adopted in 1948, when special indirect taxes were introduced 
in order to offset the purchasing power of increased wages. But so many 
various forces were at work simultaneously that it is impossible to reach 
any definite conclusions regarding the results of these measures. During 
the inflation of 1950-51 several measures were taken to reduce profits: 
special charges on various kinds of exports, special investment taxes, a new 
excess profits tax, and a reduction in depreciation allowances. Anti- 
inflationary policy in recent years has centred on monetary measures and 
comparatively high direct taxation. Some goods, for instance liquor and 
tobacco, are quite heavily taxed, but Sweden has no general purchase tax. 
Cf. Erik LunpBERG: “ Business Cycle Experience in Sweden”, in The 
Business Cycle in the Post-War World. Proceedings of a Conference held 
by the International Economic Association (London, Macmillan and Co. Ltd. ; 
New York, St. Martin’s Press, 1957), p. 73. 

2? During the current period of recession questions of this kind have 
become very topical. Cf. for instance Ulrich HERz: “ Arbetsléshet i nytt 
perspektiv ”, in Ekonomisk Revy (Stockholm), Hafte 9, Nov. 1958, pp. 624 ff., 
and Bertil Orsson: “ Arbetsmarknadspolitikens betydelse i nuvarande 
konjunkturlage ”, in Nationalekonomiska Foreningens Foérhandlingar 1958 
(Stockholm), Fjarde Haftet, 1958, pp. 77 ff. 

In passing it may be noted that the active labour market policy as 
carried out by the Labour Board in 1958 and 1959—with the support of 
the L.O. and the S.A.F.—seems to have been quite successful. 
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WAGE STABILITY AND THE WAGE STRUCTURE 


As has already been indicated, the L.O. has firmly pledged 
itself to the so-called “ solidarity ” wage policy, the implementation 
of which has led to a high degree of centralisation in wage negotia- 
tions. This policy is considered to be not only desirable in itself, 
but also a prerequisite for a successful wage stabilisation policy, 
in that it should prevent competitive sectional wage bargaining 
from driving up the wage level.! 

The meaning of the term “ solidarity policy” has undergone 
important modifications since it was first introduced. It originally 
meant a wage policy involving an attempt to eliminate inter- 
industry wage differentials based on purely historical factors ; it 
now denotes one aiming at a wage structure such that there is 
equal pay for equal work and wage differentials reflect as much 
as possible the differences in the contents and nature of the job 
(e.g. heavy and dirty work should be paid relatively more than 
easy and pleasant work).? A corollary of this is that differences 
in profitability or the capacity to pay as between industries and 
firms ought not to be reflected in wage differentials. “ The ultimate 
proof of the equitableness of a wage structure is the possibility 
of obtaining workers willing to fill the available jobs—provided 
that there is a free entry into all trades and that effective measures 
are taken to facilitate labour mobility.” % 

Such a policy aims to remove unfair wage differentials and 
create among the workers feelings of being fairly treated, thus 
lessening the risk of a competitive wage race. The solidarity 
policy has, however, another aspect—a purely economic one— 
which is being much stressed. As the levelling up of wages in a 
full employment economy is accomplished not by reducing those 
that are considered too high but by increasing those that are 
considered too low, the inefficient firms or industries will be put 
1The role claimed for a centralised solidarity wage policy appears 
from the following quotation: “... It is manifest that even if one 
removes . .. the spontaneous inflationary tendency of full employment, 
the various wage organisations may well pursue wage policies which are 
untenable in the long run. The mere fact that these organisations are not 
directly forced into an inflationary race, does not offer any assurance that 
they are not actually doing so all the same.” See Trade Unions and Full 
Employment, op. cit., p. 94. 

2See REHN : “ The Problem of Stability : An Analysis and Some Policy 
Proposals”, op. cit., p. 43, footnote. JoHNsTON (in “ Wages Policy in 
Sweden ”, op. cit., p. 228) remarks that “ solidarity is now a misnomer ” 
and mentions that “at the 1951 [L.O.] Conference many speakers had 


taken solidarity to mean simply holding back groups that could have got 
more ”, 


3 REHN : “ Swedish Wages and Wage Policies ”, op. cit., pp. 106-107. 
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under pressure from rising wage costs and will have to raise pro- 
ductivity or contract and perhaps eventually close down. A 
particular group of workers, according to the L.O., should not 
accept wages lower than those normally paid for work of the 
same nature because of the economic position of their industry, 
since this would be tantamount to their subsidising the industry, 
for which there is no justification in principle. The solidarity 
policy is thus considered to be conducive to a flexible industrial 
structure. 

Some sort of equal pay for equal work principle could be applied 
in two ways according to the L.O. report. One would be by means 
of a system of job evaluation ; the other, which has been actually 
followed, is “ to judge the question according to each industry’s 
ability to recruit and retain manpower ”.? Neither of the systems 
is considered to be perfect. “ A general system of job evaluation 
as between jobs in different industries similar to that practised 
in the Dutch trade union movement ” is rejected, because it does 
not appear “ possible for psychological reasons ” to introduce such 
a system. 

These “ psychological reasons ” are not examined in the report 
but the present approach is considered more flexible—it forces 
the central organisation continuously to review its attitude in 
regard to the “just” and “ equitable ” wage levels for different 
groups. 

The views of the S.A.F. in regard to industry wage differentials 
and the ideal wage structure appear to be not very different from 
those of the L.O.4 True, the principle of capacity to pay must be 
taken into account, since it ultimately sets the limit to the wage 
increases a particular firm or industry can afford to grant. But 
this is by no means to say that capacity to pay should be regarded 
as the main basis for wage determination. Giving due weight to 


“e 


1 Tvade Unions and Full Employment, op. cit., p. 96. 

2 Ibid., p. 97. “ .. . Amy shortage of labour in one industry or trade, 
evidently not due to special causes preventing the recruitment of labour 
or a recent increase in the demand for manpower, generally indicates that 
the wage level is too low.” (Ibid., p. 99.) 


3 Ibid., p. 98. See also Rapport angdende linesystem, linepolitik, arbets- 
vdrdering och lénestatistik i Holland (Stockholm, L.O.-T.C.O., 1957) (mimeo- 
graphed), in which a delegation of trade unionists concluded after a visit 
to Holland for study purposes : ‘“ We are not prepared to state whether, 
on the basis of our impressions from Holland, we would recommend the 
application of job evaluation on a large scale in Sweden. Its consequences 
on wage policy in the short and the long run must also be penetrated.” 


4 The following account is based on the verbatim record of an address 
delivered by Mr. B. Kugelberg on “ Wage Policy in a Progressive Society ” 
(“ Lénepolitik i ett progressivt samhille, ” in Nattonalehonomiska Foéreningens 
Férhandlingar 1955, Femte Haftet, 1955, particularly pp. 105-109). 
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the capacity to pay, the chief objective of the employers with 
respect to the wage structure is that it should provide “ equal 
pay for work of equal value”. For the S.A.F., as for the L.O., 
the criterion of a “just” wage structure is that the different 
industries should be able to recruit enough workers to meet their 
requirements ; the existence of undermanned industries is evidence 
that their wage level is relatively too low.? 

While the L.O. and the S.A.F. seem to agree that recruitment 
criteria are the most important in the fixing of wages for different 
jobs, the L.O. takes the view that the importance of wage differen- 
tials as an incentive for workers to move both geographically and 
between occupations, firms and industries is rather small, or in 
any case is less than is generally supposed.* According to 
Mr. Meidner, differentials would need to be considerable to become 
an important motive for labour transfers. 

In practice the “ solidarity ” policy, with its tendency to play 
down the importance of differences in profits and capacity to pay 
as factors that should influence the outcome of wage negotiations, 
has tended to result in more or less equal absolute or percentage 
increases in wage rates negotiated for different industries. Where 
solidarity policy has nevertheless been unsuccessful in equalising 
wages (see below) this is mainly explained by the wage drift taking 
place in these years. Mr. Meidner summarised the situation in 1955 
when reviewing the first post-war decade, by stating: “It is no 
exaggeration to say that the task of bringing about a just and fair 


1Cf. also KUGELBERG : “ Manufacturing Costs Inflated by Shortage 
of Labour”, op. cit.: “ Both parties realise that the differences in the 
degree of difficulty of the work, the quantity and the quality of work done, 
professional training, etc., should be reflected in the fixing of wage rates.” 

2 The attitude of the T.C.O. on this issue appears from the following 
statement from The Central Organisation of Salaried Employees in Sweden, 
op. cit., p. 13: “ The aims of the wage policy pursued by salaried employees 
differ, in principle, from the policy of solidarity pursued by L.O. and its 
affiliated unions. Salaried employees are in favour of reasonable differen- 
tials, based on the qualitative value of the work performed ; when fixing 
salaries, the greatest regard should be paid to such obviously indispensable 
factors as training and experience ; and also to responsibility, age and years 
of service. Initial salaries are relatively low, frequently lower than the 
average among manual workers. One can, however, always count upon 
the fact that it will rise, by regular increments, as it is assumed that a 
salaried employee’s skill increases with his years of service and is worth a 
higher salary.” 

3Cf. Mr. Meidner’s statement in the discussion on Mr. Kugelberg’s 
address in “ Lénepolitik i ett progressivt samhille ”, op. cit., p. 117. See 
also R. MEIDNER : Svensk arbetsmarknad vid full sysselsdttoring (Stockholm, 
1954), in which reference is made, inter alia, to sample inquiries showing 
that even among young workers the prospect of higher wages was the main 
motive for moving in only about one-third of the cases (pp. 197 ff.). For 
a discussion of the question of wage differentials and mobility see, for 
instance, Economic Survey of Europe in 1955, op. cit., pp. 153-159. 
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relationship between the wages of different groups is, in principle, 
still unsolved.” + 

Wages in the various industrial groups were equalised until 
1952, but there has since been a widening of differentials so that, 
broadly speaking, inter-industrial wage relations are not very 
different from what they were at the end of the Second World War. 
Much the same trend has characterised the development of the 
relationship between men’s and women’s wages. Women’s average 
wages expressed as a proportion of men’s rose from somewhat 
more than 60 per cent. in 1938 to over 70 per cent. in 1949, but 
no further equalisation has occurred and, if anything, the figure 
has even fallen slightly. However, these figures give an erroneous 
picture of the true development. In most industries the differential 
between male and female wages continued to diminish in the 
fifties, although at a somewhat slower rate. That this development 
is not reflected in the average figures for industry as a whole 
is explained by the fact that industries with a preponderance 
of female labour have been rather more seriously affected by the 
recession and the wages of both men and women in them have 
been more unfavourably affected than those in other industries. 

The most constructive criticism of the solidarity policy as it 
has been applied has been put forward by Mr. Hansen, whose 
main argument may be summarised as follows.? Uniform absolute 
or percentage wage increases applied in all industries alike tend 
to have an inflationary impact in comparison with wage increases 
based on the individual industry’s capacity to pay. Suppose that 
a country has two industries of the same size, of which one shows 
a productivity gain of 2 per cent. in a given year and the other 
of 6 per cent. If the wages are increased by 4 per cent. in both 
industries a tendency towards unemployment will obtain in the 
former, whereas in the latter there will be a scarcity of labour. 
If a transfer of labour does not come about smoothly, there will be 
pressure on the State to intervene and boost demand. Since it is 
extremely difficult to direct the demand towards a particular 
industry without influencing other industries, the upshot will in 
actual practice be a general rise in prices involving a further 
increase in the profitability of the high-profit industry which, 
in turn, will probably result in wage drift.* 


'R. MEIDNER: “ Loéneutveckling och lénepolitik”, in Fackférenings- 
vévelsen (Stockholm), No. 23, 1955, p. 516. 

2B. Hansen: “ Den yttre och den inre inflationen”, in Recept mot 
inflation, op. cit., particularly pp. 48 ff. See also a critical review of 
Mr. Hansen’s ideas by R. MEIDNER: “ Professornas stabiliseringsrecept ” 
(The Professors’ Stabilisation Prescription), in Fackféreningsrérelsen, No. 7, 
1957, pp. 124-130. 

3 Mr. Hansen instead advocates a fiscal policy aimed at compensating 
the low-wage groups at the expense of the high-wage groups and thus 
in an indirect way implementing the objective of the solidarity policy. 
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CONCLUSIONS 


Swedish employers’ and workers’ organisations are united in 
their opposition to state intervention in the employment market. 
In the 1930s they were able to avoid this by agreeing to accept 
negotiating procedures which seem adequately to have met the 
needs of the day. Since the war they have encountered new 
problems concerning not so much the procedures as the results 
of wage negotiations. Both sides are very much aware of the 
dangers and disadvantages of the wage-price spiral experienced 
in recent years. “ Voluntary restraint ”, in the sense of negotiating 
wage increases smaller than workers desire and than employers 
are willing to pay, is not considered to offer a satisfactory solution 
to these problems. Continued over any length of time it would 
be incompatible with the basic objectives of the organisations, 
and is in any case likely to be ineffective. In these circumstances 
both sides have called upon the State to accept responsibility for 
restricting aggregate demand to a non-inflationary level. But 
if it is a responsibility of the State to create conditions in which 
aggregate money wage increases will not be excessive, the structure 
of relative wage rates—the differentials arrived at in different 
industries and occupations—is a responsibility of the negotiating 
parties. The trade union movement has accepted the fact that 
more vigorous anti-inflationary measures by the State might cause 
some unemployment. The L.O. has put forward propositions as 
to how purchasing power might, in its view, appropriately be held 
in check, and has coupled these with proposals for dealing with 
any resulting unemployment. The debate on these and other 
proposals continues. 

In the last few years, paitly as a result of the measures of 
restraint taken, the Swedish economy has moved into a better 
over-all balance. This is most noticeable on the labour market, 
where excess demand has almost disappeared. Better conditions 
have thus been created for a more moderate rate of wage increases. 
It would be rash to conclude that Sweden has succeeded in its 
search for a policy combining full employment with stable prices. 
But Swedish experience is and will continue to be watched with 
interest in other countries confronting similar problems though 
within a different institutional framework. 





British Wages Councils’ 
and Full Employment 
by 
F. J. BAyLiss 


Great Britain has a long history of minimum wage fixing in the 
shape of the Wages Councils first set up under the name of Trade 
Boards in 1909. These have in the past played a very real part in 
establishing decent conditions in trades where industrial organisation 
was weak and unreasonably low wages and long hours would otherwise 
probably have prevailed. They have also helped to bring into existence 
effective voluntary negotiating bodies, which have eventually superseded 
them in some cases, as indeed was the intention of the legislator. 

In the following pages Mr. Bayliss, who is Staff Tutor in Industrial 
Relations in the Department of Extra-Mural Studies of the University 


of Nottingham, traces the development of the relevant legislation up 
to the present day and, arguing that in the conditions of full employ- 
ment that have obtained since the Second World War the need for 
statutory protection has disappeared in many trades—espectally those 
in which adequate voluntary bargaining machinery now exists— 
examines the attitudes of British employers and workers towards wage 
regulation. 


HE origins of statutory wage regulation in Britain are to be 

found in the revulsion of the public conscience against the gross 
underpayment of certain workers—popularly called “sweating ”— 
in the 20 to 30 years before the passage of the Trade Boards Act 
of 1909. That Act sought to provide a legal minimum wage for 
workers who, when left to the mercy of the labour market, would 
receive a wage which was inadequate for subsistence. The Trade 
Boards Act of 1918 made it possible to extend legal protection of 
wages to workers who did not have their wages settled by voluntary 


1 Note on nomenclature. Since the Terms and Conditions of Employment 

Act, 1959, all statutory wage regulating bodies, with the exception of the 
Agricultural Wages Boards (which are not discussed here) have been 
called Wages Councils. In catering they were called Wages Boards from 
1943 to 1959. The bodies set up before 1945 were called Trade Boards until 
that year. 
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collective bargaining, and who, as a result, were inadequately paid. 
This legislative protection, existing alongside voluntary collective 
bargaining, was necessary because economic conditions tended to 
push unorganised, unskilled workers down to a low wage standard. 
Unemployment was the chief economic condition making for 
“ sweating ”. 

The essential feature of the machinery set up by these Acts was 
that the regulation of wages was to be carried out by employers and 
workers in the trade concerned, together with independent persons 
who held the balance of power. The objective of the system was to 
make statutory wage-fixing as similar as possible to voluntary 
collective bargaining, in the belief that as employers’ associations 
and trade unions became stronger, voluntary bargaining bodies 
could supersede Trade Boards. The Boards were an inferior form of 
collective bargaining which would develop into a higher form under 
the guidance of the State. 

In Britain a sustained period of full employment has removed 
the economic circumstances in which “sweating” took place. 
Moreover, an absence of voluntary bargaining machinery has 
become rarer with the greater power of the trade unions and the 
wide acceptance of voluntary bargaining as the proper means of 
wage determination. Since statutory wage regulation by Wages 
Councils continues in these different circumstances the purpose of 
legal minimum wages and the role of the Councils need re-examina- 
tion. Certainly the traditional reasons for supplementing a system 
of voluntary collective bargaining with statutory bodies are no 
longer appropriate. 

The temporary nature of Wages Councils has always been one 
of the strongest justifications of the British system. There has been 
general agreement that statutory wage-fixing is second best and 
that the form of the Councils encourages a transition to complete 
independence of state protection. In 1918 the Minister of Labour, 
Mr. George Roberts, following the views of the Whitley Committee ?, 
said that a Trade Board was “a temporary expedient facilitating 
organisation within the industry, so that, in the course of time, the 
workers or the employers will not have need of the statutory 
regulations ”.2 This opinion has been subscribed to ever since by 
the employers and the trade unions as well as by successive govern- 
ments. 


1 The Committee on Relations between Employers and the Employed, 
set up in 1916 under the chairmanship of John Henry Whitley. 

2 Parliamentary Debates, 5th Series. H.C., Vol. 107, Col. 70, 17 June 1918. 

3 See, for example, the remarks of Mr. Alfred Robens, the Parliamentary 
Labour Party’s leading spokesman on industrial relations during the debate 
on the Terms and Conditions of Employment Bill, in ibid., H.C., Vol. 597, 
Col. 363, 10 Dec. 1958. 
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In spite of this agreement that Wages Councils should be 
temporary and although the period since 1945 has provided circum- 
stances more favourable to the transition from statutory to voluntary 
wage settlement than those of any other period since 1909, the 
Councils have become more, not less, important in wage settlement 
and, so far from there being willingness to forego legal protection, 
there has been a determination to preserve the Councils. 

The large amount of self-government given to the Councils was 
justified in the past on the grounds that the more closely they 
resembled Joint Industrial Councils ', or other voluntary negotia- 
ting bodies, the quicker would be the transition to complete in- 
dependence. The Minister’s power over the Councils is slight and 
in the earliest days of the system the custom developed of the 
Minister never using his powers in a way which ran counter to the 
wishes of employers’ associations and trade unions. The self- 
government of the system by employers and workers, assisted by 
the independent members, and the withholding of the Minister’s 
power has brought the Council’s wage determination even closer, in 
practice, to that of voluntary negotiating bodies. But it has not led 
to a diminution of the desire to have legal protection. 

The central issue is a clear one. Wages Councils were primarily 
designed to protect workers against low wages, poor conditions and 
the lack of collective bargaining. But in the economic circumstances 
prevailing since 1945 these social evils have been largely removed by 
full employment and a strong trade union movement. Why then 
are over 34% million workers still covered by Wages Councils ? 


LEGISLATIVE DEVELOPMENTS 


The Catering Wages Act of 1943 and the Wages Councils Act of 
1945 led to almost a trebling of the number of workers covered by 
statutory wage regulation outside agriculture.? During the inter- 
war period unsuccessful attempts were made to set up Trade 
Boards for both catering and retail distributive workers. In 
catering in 1931 the employers successfully challenged the Minis- 


1 These voluntary bodies, which exist for most of the main industries in 
the United Kingdom and consist of representatives in equal numbers of 
employers and workers, are based on the recommendations of the Whitley 
Committee. The Committee considered that an essential condition for 
improved industrial relations was adequate organisation on the part of 
both employers and workers; it drew a distinction between industries 
where such organisation was strong, for which it proposed a system of 
Joint Industrial Councils, and those where it was weak, for which it recom- 
mended the institution of Trade Boards. 

2 The Agricultural Wages Boards cover about three-quarters of a million 
workers. 
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ter’s right to create a Board on the grounds that the trade was not 
within the 1918 Act’s definition of a trade. In retailing, discussions 
had been held from 1936 to 1939 between employers, trade unions 
and the Minister and by the end of them the employers and unions 
were pressing the Minister hard to set up Boards. 

Ernest Bevin, as Minister of Labour, was determined to provide 
statutory wage-fixing bodies for both catering and retail distribu- 
tion. He introduced legislation dealing specifically with catering— 
the Catering Wages Bill—because he knew that the resistance of 
employers in that trade to statutory bodies would be greater than 
in any other and he preferred to meet it head-on. The Wages 
Councils Act, while amending the Trade Boards Acts in certain 
important respects, was deliberately designed to make possible the 
establishment of Councils in the retailing trade. By 1945, therefore, 
legislation had been passed which brought within the statutory 
wage regulating system two large and important industries ! ; their 
inclusion within the system transformed its significance as a 
method of wage determination. The 1,300,000 workers covered by 
Trade Boards in 1939 had been employed in miscellaneous trades 
of which the most important was clothing and garment making. 
The catering trade brought about 750,000 workers into the system 
and retailing about 1% million. 

Although the Acts were passed before the end of the war the 
legal minimum wages set for catering and retailing workers did not 
come into operation until after 1945. The last Councils in retailing 
were not set up until 1953 and their legal minimum wages did not 
come into force until 1955. 

Bevin’s determination to provide legal minimum wages for 
catering and shop workers rested on a pessimistic forecast of the 
state of the post-war economy. He wanted to protect these workers 
and also to make the system more comprehensive and easily 
extendable because he feared a recurrence of the economic depres- 
sion of the inter-war years of which, as leader of the Transport and 
General Workers’ Union, he had such bitter memories. He feared 
that the gains which had been made in the extension of voluntary 
collective bargaining since 1940 would slip away should a post-war 
boom break and be followed by unemployment. Statutory wage- 
fixing bodies could provide a bulwark against the depressing effects 
of such a situation on wages and conditions. With this in mind the 


1 Retail pharmacy and meat distribution have Joint Industrial Councils 
and no Wages Councils. Although a Wages Board was established for 
workers in residential establishments not licensed to sell intoxicating drinks 
it never settled any minimum wages and ceased to function in 1949. The 
main purpose of the Terms and Conditions of Employment Act of 1959, in 
so far as it affected wages councils, was to provide statutory wage regula- 
tion for these catering workers. 
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1945 Act provided that a Joint Industrial Council, or any similar 
voluntary negotiating body, could apply to the Minister for a 
Wages Council “ on the ground that the existing machinery for the 
settlement of remuneration and conditions of employment for those 
workers is likely to cease to exist or be adequate for that purpose ”.1 
The Act also provided for the continuation of compulsory arbitra- 
tion until the end of 1950 if the Defence Regulations under which 
the National Arbitration Tribunal existed were repealed before that 
time. Bevin’s concern to guard the settlement of wages and condi- 
tions against the effects of economic depression pervaded the Act. 
His forecast of post-war conditions, in which he was not alone, have 
happily proved incorrect and consequently the Act has not had to 
fulfil the purpose for which he devised it. He believed that it could 
be used to prop up collective bargaining when economic circum- 
stances tended to destroy the voluntary system, as they had done 
after 1921. But, as we can now see, what was needed instead was an 
Act whose objective was to stimulate the transition from depend- 
ence on statutory protection to the independence of voluntary col- 
lective bargaining. 

The tenor of the 1945 Act can be seen in the criteria laid down 
for deciding whether or not a Council should be established and in 
the way in which they have been applied. Although the Minister 
has the power to set up a Council on his own initiative the 1945 Act 
allows him to appoint a Commission of Inquiry to make recom- 
mendations or, if a joint application for a Council is made by 
employers and trade unions in a trade, compels him to do so. All 
12 Councils established since 1945 have been recommended by 
Commissions of Inquiry. 

The Act sets a Commission of Inquiry three questions to answer. 
Is there existing voluntary machinery which is adequate or is 
likely to continue to be adequate ? Do existing voluntary agree- 
ments cover all aspects of wages and working conditions and are 
they observed throughout the trade ? If the answer to these two 
questions is “ no”, the third one asks, is a reasonable standard of 
remuneration being, or is it likely to continue to be, maintained ? ? 
Inadequate voluntary collective bargaining accompanied by un- 
reasonable standards of remuneration are the grounds on which a 
Commission can recommend the establishment of a Council. 

It is possible for a Commission to come to the conclusion that 
despite inadequate voluntary negotiating machinery the wages and 


1 Wages Councils Act, 1959, section 2 (1). The Wages Councils Act, 
1959, consolidated all legislation affecting Wages Councils, i.e. the Wages 
Councils Act, 1945, and the appropriate parts of the Wages Councils Act, 
1948, and the Terms and Conditions of Employment Act, 1959. 


2 Wages Councils Act, 1959, sections 3 (2), 3 (5) and 3 (4). 
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conditions of work being provided are reasonable and likely to 
remain so. However, only one Commission ? has refused to recom- 
mend a Council because, although voluntary machinery was 
inadequate, remuneration and conditions were reasonable. The 
Commission’s conclusions are instructive. They were that— 


notwithstanding the absence of adequate machinery, the standard of 
remuneration in the industry before the last war was not unreasonable 
having regard to the economic conditions of the time. In using the experience 
of the past as the best means, in this instances, of assessing possible happen- 
ings in the future we find ourselves unable to say that as a result... a 
reasonable standard of remuneration will not be maintained. 


The implication was that, had wages been unreasonable before 
1939, the Commission would have recommended the establishment 
of a Council in 1948 without reference to the post-war situation. 

The term “reasonable standard of remuneration” was un- 
defined in the Act. The Commissions have given it an interpreta- 
tion which threw them back to the first and second questions. For 
example, the Commission of Inquiry into the hairdressing trade 
said— 

The Act gives us no guidance on the question of what a reasonable 
standard of remuneration will be, but we take the view that in the absence 
of special circumstances, a rate freely negotiated by the organisations of 
employers with the knowledge that it would not be binding on unorganised 
employers is unlikely to be excessive, and that, conversely, the fact that the 
organisations of workers have freely agreed to a rate gives some assurance 
that it is not unduly low.” 


On this interpretation the absence of voluntary negotiations 
and of “a rate freely negotiated ” was taken as proof that wages 
were not reasonable. If the answer to the question, “ Is existing 
voluntary machinery adequate ?”, was “ no” then the answer to 
the question “ Are the wages paid reasonable ? ”, was bound to be 
“no” also. The Commissions tended to judge whether or not a 
Council was appropriate on the sole criterion of the adequacy of 
voluntary collective bargaining machinery. 

Even so the Commissions had to acknowledge that in some 
trades wages were reasonable, although there was inadequate 
collective bargaining, because workers were being paid as much, 


1 Commission of Inquiry on an application for the establishment of a 
Wages Council for the basket making industry, 1948. Its report was not 
published because until the Wages Councils Act of 1948 the Minister was 
only obliged to publish the reports of Commissions which led to the estab- 
lishment of a Council. See 1945 Act, section 5 (5) and 1948 Act, section 5 (1). 
The conclusions of the report are, however, available. 


2 Report of a Commission of Inquiry on an Application for the Establish- 
ment of a Wages Council for the Hairdressing Trade (1947), p. 8. 
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and sometimes more, than was provided by the few collective 
agreements which did exist. In these cases, they argued, the 
reasonableness of wages depended on temporary factors ; essentially 
they said that full employment, which made these wages reasonable, 
would not be maintained. The inter-war experience loomed large 
in their minds. For example the Commission on the drapery trade 
reported that “ it cannot be assumed that, in the absence of effec- 
tive wage regulating machinery, the conditions which gave rise to 
low wages and long hours of work in the retail trades before the 
war will not recur” !; and the food trades Commission said that 
“to rely exclusively upon the state of the labour market to main- 
tain a reasonable standard of remuneration in the retail food trades 
is not sufficient, and we recommend the establishment of a Wages 
Council”. The Commissions believed that the post-war circum- 
stances were abnormal and that a weaker demand for labour, which 
would cause the wages of retailing workers to become unreasonably 
low in the absence of statutory regulation, was to be expected. 
When the Commission into the bread and flour confectionery 
trade reported in 1950 it said that “ there has been for many years 
now a relative shortage of labour in many industries compared with 
pre-war and we were informed that this shortage has had its effect 
on wage rates” but “ the evidence we have received [of voluntary 


agreements] is not sufficient for us to say whether a reasonable 
standard is at present being maintained ”.* In times of less than 
full employment a lack of effective voluntary collective bargaining 
was almost always associated with a low standard of wages. The 
Commissions were encouraged by the provisions of the Act and by 
the desire of the employers and trade unions to have Councils 
created to assume that even if the two were not associated in the 


« 


immediate post-war years they would be in the future “ when 
normal trading conditions return and the supply of labour becomes 
more nearly equal to demand ”.* The extension of the British 
system of statutory wage regulation has been based on the assump- 
tion that the low levels of unemployment experienced in the late 
1940s were temporary. 


1 Report of a Commission of Inquiry on an Application for the Establish- 
ment of a Wages Council for the Drapery, Outfitting and Footwear Trades 
(1947), p. 7. 

2 Report of a Commission of Inquiry on an Application for the Establish- 
ment of a Wages Council for the Retail Food Trades (1947), p. 12 


3 Report of a Commission of Inquiry on the Question of the Establishment 
of a Wages Council for the Wholesale and Retail Bread and Flour Confectionery 
Distributive Trades (1950), p. 6. 


* Report of a Commission of Inquiry... for the Retail Food Trades, 
op. cit., p. 10. 
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THE ABOLITION OF WAGES COUNCILS 


Most Wages Councils were established as Trade Boards before 
the end of 1921.1 Industrial developments since that time and the 
stimulus given to voluntary negotiations after 1940 clearly make it 
false to assume that a trade which needed statutory wage regulation 
when the Board was founded still needs it. Moreover, if one 
purpose of the Boards and Councils is to foster the development of 
voluntary negotiations to the point where they are sufficient it 
should be possible to abolish some of the longest established 
Boards. 

The Acts of 1909 and 1918 made the barest provisions for the 
abolition of Trade Boards * and in fact no Boards were abolished 
under them. The 1945 Act * made more detailed provisions and 
these were amplified in the Acts of 19484 and 1959.5 The Minister 
retained from the earlier Acts his power to abolish a Council on his 
own initiative, but employers and trade unions who engaged in 
voluntary negotiations in a Council trade were given the right to 
apply to the Minister for its abolition. The Minister, as in the case 
of a joint application for the establishment of a Council, had either 
to accede to the request or refer it to a Commission of Inquiry. 
He may also appoint a Commission without receiving such an 
application if he believes that the abolition of a Council should be 
considered. 

Five Councils have been abolished since 1945. 

The Chain Wages Council, a former Trade Board founded in 1909 
which had automatically been turned into a Wages Council by the 
1945 Act ®, was abolished in 1956; it had never been constituted 
under the 1945 Act and no members had ever been appointed to it. 
The making of chain by hand, to which the Board applied, had 
almost disappeared by the time it last met in 1939 but its formal 
existence dragged on until, after consultation with the remaining 
employers and the chainmakers’ trade union, the Minister “ decided 


1 Of the 63 existing Councils eight were established between 1909 and 
1917 and 32 between 1918 and 1921. 

2 Trade Boards Act, 1918, section 1 (3): “ If at any time the Minister 
is of opinion that the conditions of employment in any trade to which the 
principal Act applies have been so altered as to render the application of 
the principal Act to the trade unnecessary, he may make a special order 
withdrawing that trade from the operation of the principal Act.” 

3 Section 6. 

4 Wages Councils Act, 1948, section 4. 

5 Terms and Conditions of Employment Act, 1959, section 3. The 
consolidated provisions governing abolition are found in the Wages Councils 
Act, 1959, sections 4, 5 and 6 

® Section 20 (2). 
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that the statutory wage-regulation machinery was no longer needed 
and was not likely to be needed in the future ”.? 

The tobacco industry, for which a Board was established in 1919, 
was able to make voluntary agreements on wages in 1920 and 1921 
but they collapsed when unemployment increased in the wake of 
the post-war boom. The Trade Board stood the industry in good 
stead for the rest of the inter-war period. As was the case in other 
industries a national negotiating body was formed during the 
Second World War. By 1948 the National Joint Negotiating Com- 
mittee for the Tobacco Industry was strong enough for the Wages 
Council to fall into disuse and it never met again after that date. 
Yet it was not until 1953 that the Minister received from the 
organisations represented on the Committee a joint application for 
the Council’s abolition, which he accepted. The employers took 
longer than the trade unions to come to the conclusion that the 
Council should be abolished, despite the fact that the industry is 
dominated by a small number of firms whom one could expect to 
have confidence in their ability to make a voluntary negotiating 
body work successfully. 

The other three Councils which have been abolished since 1945 
have had quite different histories from the old Trade Boards. They 
were the Councils for furniture making, rubber manufacture and 
rubber reclamation and, because they were set up in 1939 and 1940, 
none had legal minimum wages in operation before the outbreak 
of war. The Rubber Reclamation Council was of minor importance. 
Although the reclamation of rubber developed into a sizeable indus- 
try in the special circumstances of the war economy, it had declined 
by 1955 to fewer than 30 firms. There had been voluntary negotia- 
tions during the war, as well as Trade Board Regulations, and in 
1946 a National Joint Industrial Council was set up. Nine years 
later a joint application was made to the Minister asking him to 
abolish the Wages Council because the Joint Industrial Council 
“regulated the wages and conditions of the great majority of 
workers ”. 

The abolition of the Furniture Wages Council and that of the 
Rubber Manufacture Wages Councils, however, represent the most 
important withdrawals of legal protection of wages so far. These 
cases provide mar’zed contrasts in the way in which a Wages 
Council can develop. 


1 Annual Report of the Ministry of Labour and National Service for 1956 
(London, 1957), p. 111. One other Council, the Drift Nets Mending Council, 
which was set up in 1925 to protect women homeworkers in that trade, 
has never had any members appointed to it under the 1945 Act. Its con- 
tinued formal existence serves to show how wary the Minister is of abolish- 
ing even redundant Councils. 
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The Furniture Trade Board was accompanied from its founda- 
tion in 1940 by a voluntary negotiating body, for the joint con- 
ference of employers and trade union representatives which had 
discussed the setting up of the Board with the Minister turned itself 
into a Joint Industrial Council when the Minister announced his 
intention to create a Board. The existence of the statutory body 
aided the creation and development of the Joint Industrial Council, 
whose “consolidation was undoubtedly facilitated both by the 
‘national outlook’ and the effective national organisation which 
the Board helped to foster. The Council and the Board thereafter 
interacted to their mutual advantage.” ! Circumstances favoured 
this development. The economic conditions which had produced 
the “ sweating ” of labour in the 1930s and had made the Board 
necessary disappeared as the economy moved to full employment. 
Many other trades formed J.I.Cs. at the beginning of the Second 
World War and, although the creation of the Board no doubt 
helped the development of the Furniture J.I.C., some effective 
voluntary negotiating body would have been set up in any case. 

Indeed the Board ceased to settle minimum wages and condi- 
tions after the end of 1942 and “ as confidence in the J.1.C. grew, 
so did the union begin to think in terms of getting rid of the Trade 
Board ”.2, The employers were slower than the trade unions to 
press for abolition because they feared that without legal minimum 
wages unorganised employers would under cut their wages. How- 
ever, compulsory arbitration and the maintenance of “ recognised 
terms and conditions ” seemed to them to give sufficient protection 
and early in 1947 a joint application was made for the abolition of 
the Wages Council. Compared with its position in 1940 the industry 
way well equipped to sustain voluntary collective bargaining : 
in 1946 a comprehensive National Labour Agreement had been 
made by the Joint Industrial Council, there was a national em- 
ployers’ organisation which dated from 1940, and in 1947, by an 
amalgamation, a nationai union for the industry was formed. 

In the special circumstances of 1940 to 1947 the Furniture 
Wages Council had performed the classic function of a statutory 
wage regulating body. It had done what it was claimed all Councils 
should do: “ it had helped considerably in bringing the improve- 
ments in organisation, in voluntary bargaining machinery and in 
industrial relations generally which alone made [abolition of the 
Council] possible.” * 


1 N. RoBertson : A Study of the Development of Labour Relations in the 
British Furniture Trade (1955), unpublished B. Litt. thesis in the Bodleian 
Library, p. 290. 

2 Ibid., p. 284. 

3 Ibid., p. 296. 
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Yet in circumstances almost identical to those experienced in 
furniture-making the rubber industry developed in quite a different 
way. The Furniture and the Rubber Manufacture Trade Boards 
were set up at the same time ; in both, the establishment of a Joint 
Industrial Council accompanied the setting up of the Board ; in 
both, after the latter had settled the initial national wage rates, the 
former became the effective body for wage settlement. But, while 
these developments led to the abolition of the Furniture Wages 
Council, in rubber manufacture they became the means for obtain- 
ing legal enforcement of the rates settled by the J.I.C. Since its 
establishment in 1940 the Joint Industrial Council “ has become the 
body which determines national wages and conditions, and on the 
[Wages Council] a group of employers’ and workers’ representatives, 
hardly differing from the members of the J.I.C., meet with in- 
dependent members to recommend to the Minister that the rates 
thus voluntarily agreed should be made obligatory on all employers 
in the industry ”.1 The meeting of the Wages Council became a 
formality. Once wages and conditions had been negotiated in the 
Joint Industrial Council, a motion agreed between the employers’ 
and trade union representatives was presented to the Wages Council 
and passed, whatever might be the opinion of the independent 
members. The Wages Council thus became a convenient means for 
securing the legal enforcement of a voluntary agreement. 

The unions represented on the Joint Industrial Council favoured 
the abolition of the Wages Council from the early 1950s, but the 
employers resisted the suggestion that a joint application should be 
made. Eventually, the Minister got the employers to agree to its 
abolition, although he could have abolished it earlier against their 
wishes, and it ended in August 1958. 

Although it is the developments in the furniture industry 
which should be the pattern for other Wages Councils, the experi- 
ence in the rubber manufacturing industry is more typical. In 
industries for which a Wages Council exists and where voluntary 
bargaining has developed there is an inclination to use the Council 
to obtain legal backing for voluntary agreements rather than to 
work towards its abolition. 

In the Scottish baking industry, for example, there is evidence 
that the Wages Council could be abolished because the voluntary 
machinery is sufficiently strong to stand alone. In 1944 the National 
Joint Committee for the Scottish Baking Industry was set up and 
its National Agreements superseded the local agreements. A Trade 
Board had been established in 1939. In 1948 the Committee was 


1 H. A. CLEGG : General Union : A Study of the National Union of General 
and Municipal Workers (Oxford, Basil Blackwell, 1954), p. 242. 
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able to make an agreement abolishing continuous night work in 
bakeries.1. Night work in the industry has been such a persistent 
problem that it has had to be regulated by law and the Baking 
Industry (Hours of Work) Act of 1954 came into force at the 
beginning of 1958. Yet the voluntary agreement in Scotland is of 
such a high standard and is so effectively operated that employers 
who are parties to it have been exempt from the Regulations issued 
under the Act. A voluntary negotiating body which is strong enough 
to control hours to the satisfaction of the law in such an industry 
is surely strong enough to regulate wages without legal support. 

But again the Wages Council is used to give legal force to the 
voluntary agreement on wages. The Minister of Labour, in Octo- 
ber 1952, disapproved of the practice and told the General Council 
of the Trades Union Congress that the Scottish Baking Wages 
Council’s proposed wage increase “involved a point of principle 


since they sought to extend through the Wages Council the 
application of a voluntary agreement entered into by the two sides 
of the industry ”. When replying the General Council “ questioned 
whether the proposals concerned did in fact involve a matter of 
principle, since a similar procedure had been followed for a con- 
siderable period, in a number of trades in which Wages Councils 
existed ”.2, But although this practice has become customary it is 


nevertheless an abuse of the system. 

The existence of a Joint Industrial Council or other voluntary 
negotiating body does not necessarily mean that the Wages Council 
is being used to make the voluntary agreements legally enforceable. 
The members of the J.I.C. may not wish to use the Wages Council 
for this purpose and, in any case, they can only do so if they form 
a majority of both sides of the Council. The more comprehensive 
the voluntary machinery becomes, however, the more likely it is 
that this essential condition will be fulfilled. Nor need the voluntary 
bargaining body use the Wages Council to make all its agreements 
legally enforceable. In the clothing industry, for example, the 
National Joint Committee for the Wholesale Clothing Trade 
settles one rate which is to be taken to the Council and made 
obligatory on all employers, and another higher rate which is to be 
paid by employers who are parties to the voluntary agreement. 
The agreement in wholesale clothing is followed by all the Councils 
in the clothing trade. 

This use of Wages Councils to give legal force to voluntary 
agreements, which is denied to trades without Councils and which 


1 Report of the Committee on Night Baking (Rees Committee), Cmd. 8378 
(London, 1951), p. 8. 

2 Report of Proceedings at the 85th Annual Trades Union Congress, 1953 
(London, T.U.C.), p. 178. 
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is contrary to the accepted principles of collective bargaining, has 
attractions for both employers and trade unions. It is, of course, 
different from the enforcement of “ recognised terms and condi- 
tions ” through compulsory arbitration performed by the Industrial 
Disputes Tribunal until March 1959 and since 30 May 1959 to be 
carried out by the Industrial Court. The Industrial Disputes 
Tribunal made awards giving a voluntary agreement the status of 
implied terms of contract in particular cases and they were upheld 
in the civil courts. A Wages Regulation Order is enforced by the 
criminal as well as the civil law, a Wages Inspectorate employed by 
the Ministry of Labour sees that it is applied, its scope is clearly 
defined, its application is not confined to aggrieved workers who 
are members of a trade union and its enforcement by the courts is 
very much simpler than the procedure for the arbitration of 
“ issues ”. 

Employers who resist the abolition of Wages Councils fear that 
their rivals who are not parties to the voluntary agreement will 
undercut their wages if they are not compelled to pay the same 
rates. But in a period of full employment there is little scope for 
competition by undercutting rivals’ wage rates. Moreover, in some 
trades the larger employers could not possibly be harmed by small, 
unorganised rivals. In both the tobacco and rubber manufacturing 
industries the employers claimed that they feared wage competition 
and so resisted the abolition of the Wages Councils for some time. 
Yet 87 per cent. of the operatives in the tobacco industry in 1954 
were employed in only 28 establishments with over 400 operatives 
each and there were a mere 25 establishments with 10 or fewer 
operatives employing only 122 operatives (0.3 per cent. of all those 
in the industry). In rubber manufacture, in the same year, 71 per 
cent. of the operatives were in 58 establishments with over 400 
operatives and the 223 establishments with 10 or fewer operatives 
had only 1,236 operatives (1.4 per cent.) Of course there are some 
Council trades where the number of unorganised employers is large 
enough to constitute a real threat to any voluntary agreement. But, 
since it is the custom for the Minister only to abolish a Council if 
employers and trade unions agree, the employers are never forced 
to justify the need for it. They can keep it as long as they feel it 
provides some insurance against remote possibilities. 

The use of a Wages Council by the organised employers may go 
further. The employers on the voluntary negotiating body, who 
are likely to represent the larger firms, are able to determine 
the wage rates paid by the unorganised, and usually smaller, 
employers. Since the larger employers are likely to be more 


1 Terms and Conditions of Employment Act, 1959, section 8. 
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efficient they can use the Council as a weapon against the small 
employers. In the knowledge that the Council can be used to 
force all employers to pay the higher rates the organised employers 
may be prepared to settle with the unions for a higher wage 
increase than they would if the Council were not there. The 
smaller firm has its labour costs raised by its larger competitors 
and its competitive position is worsened. 

For the trade unions this use of Wages Councils means that 
their ability to protect their members’ basic wage rates does not 
depend on the extent of their organisation. In a Council trade 
the existence of unorganised workers does not constitute a threat 
to the standards of the organised, provided that the voluntary 
agreement can be given legal force. Unions in these circumstances 
can decide whether or not to try to increase their membership 
in areas of a trade where organisation is difficult to achieve. They 
may decide not to do so either because they are lazy or because 
the cost would seem to be too high. 

To employers and trade unions these may be sound arguments 
for preserving a Wages Council, but to the community they are 
incompatible with the purpose of statutory wage regulation within 
a predominantly voluntary system of collective bargaining. The 
use of legal sanctions to compel employers to pay minimum wages 
and provide minimum conditions of employment should be limited 
to cases where voluntary collective bargaining can only develop 
behind a shield. The shield will be most necessary in conditions 
of unemployment where the wages of the weakest and most 
unskilled workers would otherwise be bid down to a very low 
level or where there is such an absence of organisation among 
both employers and workers that national standards can be obtained 
in no other way. In a sustained period of full employment those 
Councils which previously met these criteria should be examined 
to see if they continue to do so, for their existence may be satisfying 
the interests of employers and workers at the cost of the commun- 
ity’s interest. 


ATTEMPTS TO RESTORE THE MINISTER’S INITIATIVE 


The provisions for the abolition of Wages Councils depend 
essentially on employers’ and workers’ making joint application 
for abolition although the Minister can now set up a Commission 
of Inquiry on his own initiative to examine the case for the aboli- 
tion of a Council. However, the development of voluntary 


1 Terms and Conditions of Employment Act, 1959, section 3. 
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bargaining in Council trades, supported by full employment, has 
led one Minister of Labour to seek the agreement of employers’ 
associations and trade unions to a deliberate attempt to get rid 
of Councils. 

In March 1952 Sir Walter Monckton wrote to the General 
Council of the Trades Union Congress inviting it to take part in 
discussions on the possibility of extending voluntary machinery 
for regulating wages as an alternative to the statutory machinery 
of Wages Councils. At this stage the Minister was concerned to 
speed up the abolition of Councils by suspending for a period 
those which voluntary negotiating bodies could reasonably be 
expected to displace ; the Joint Industrial Council, or other body, 
was to be given a trial run alone in the knowledge that if it failed 
the Wages Council could resume. The competent organ of the 
T.U.C. (its Wages Councils Advisory Council) cautiously recom- 
mended in January 1953 that the proposals should be discussed, 
but by October the Minister, having had parallel discussions with 
the British Employers’ Confederation, told the General Council 
of the T.U.C. that the response to his suggestion had been insuffi- 
cient to warrant the introduction of the necessary legislation. 

The Minister then produced his second suggestion which was 
that the unions should consider “ whether the voluntary machinery 
in any Wages Council trade with which they were concerned was 
sufficiently developed to allow the Wages Council in that trade to 
be left experimentally in abeyance ”.1 This proposal was designed 
to get employers and unions in trades where the Wages Council 
was being used to obtain the legal enforcement of voluntary 
agreements to rely on their voluntary machinery. The suggestion 
was discussed at the Minister’s National Joint Advisory Committee 
in March 1954. The General Council of the T.U.C. accepted the 
view of its Advisory Council that the experiment should be opposed ; 
the British Employers’ Confederation concurred.? 

The Minister was bound to be defeated on this issue so long as 
he conformed to the traditional policy of allowing the interested 
parties to determine what happened to the Wages Council system. 
The weakness of his position is shown by his inability to bring 
about any change in the dog-in-the-manger attitude taken up by 
both employers’ associations and trade unions. He had the right 


1 Report of Proceedings at the 86th Annual Trades Union Congress, 1954 
(London, T.U.C.), p. 192. 

2 The T.U.C. responded to the Minister’s minimum suggestion that there 
should be an inquiry into the extent of voluntary collective bargaining in 
Couneil trades by replying that “ while confirming that it must always 
be the aim of trade unions to establish effective voluntary negotiating 
machinery the General Council doubted whether any useful purpose would 
be served by making a general inquiry ”. Ibid., loc. cit. 
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to take the initiative and abolish a Council or to introduce amending 
legislation but the customary withholding of the Minister’s power 
had itself become part of the system. 


“ REFERENCE BACK” BY THE MINISTER 


The tradition of self-determination in the Wages Council 
system stems from the unwillingness of Parliament to give the 
Minister the power to determine wages. An outstanding feature 
of the British system of statutory wage regulation has always been 
the restriction of the Minister’s power over wages to a limited 
right of veto. A Wages Council decides, by voting if necessary, 
what legal minimum wages to propose ; the Minister has no power 
to alter these proposals. He can either ratify them or refer them 
back to the Council with his comments for their reconsideration. 
In practice the Minister very seldom refers back any Council’s 
proposals. If he uses his power in order to draw a Council’s atten- 
tion to technical faults in its proposals which prevent them being 
cast as a Wages Regulation Order, he is acting as a legal adviser 
and no issue of interference in wage settlement arises. On almost 
all occasions the Minister finds that the same proposals come 
forward after his “ reference back ” and, as a rule, he then accepts 
them. There have, however, been two notable occasions since 
1945 on which the Minister has referred proposals back to Councils 
with the recommendation that they should reconsider them in 
the light of the Government’s wage policy. On both occasions 
the Minister sought to use his power to secure reductions in the 
proposed wage increases, but the Councils resubmitted the same 
proposals which the Minister then ratified. All he had achieved 
was a delay in the payment of the wage increase. 

Since the legislation places no limit on the Minister’s power 
to refer back Councils’ proposals he is clearly entitled to do so if 
he believes they conflict with the Government’s policy. But to 
declare that the needs of government policy should over-ride the 
decisions of Wages Councils would be a breach of the Council’s 
customary rights to settle wages on the same basis as do voluntary 
collective bargaining bodies. Unless a Minister is prepared to assert 
the paramountcy of government policy he is bound to accept the 
Councils’ proposals even when he: believes them to be against 
the public interest. 

In 1948 the publication of the Government’s White Paper on 
personal incomes, costs and prices? calling for wage restraint was 
followed by a letter to Wages Councils which gave them the 


1 Personal Incomes, Costs and Prices, Cmd. 7321 (1948). 
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impression that the Minister would refer back all proposals which, 
in his opinion, conflicted with the Government’s policy. The 
Minister refused to publish the letter but it is possible to infer 
its contents from subsequent events. The General Council of the 
T.U.C. decided that the Minister must be made to withdraw the 
letter as a condition of its willingness to commend wage restraint 
to its affiliated unions. With that objective it sent a deputation 
to meet the Prime Minister, the Chancellor of the Exchequer and 
the Minister of Labour. The following day, during the Conference 
of Union Executives called to approve the Government’s wage 
policy, it was announced that the letter had been withdrawn. 

The Minister then sent out a second letter which said that 
“ the Government, where wages boards and councils are concerned, 
do not wish to derogate from their authority as bodies charged 
with considering and negotiating proposals relating to the terms 
and conditions of employment of workers ”.! It also pointed out 
that the White Paper was not a legal pronouncement or directive. 
However, the letter went on to say: “As an administrative 
measure it would assist the Minister, in the discharge of his statutory 
responsibility for confirming proposals, to be informed that in 
their deliberations councils and boards have taken the White Paper 
into account.” The Councils—not the Minister—were to be the 
judges of whether or not their proposals conformed to the Govern- 
ment’s policy. The Minister had received four sets of proposals 
before the White Paper was issued and he referred them back 
to the Councils ; when they were resubmitted without amendment 
and with the assurance that the principles of the White Paper 
had been observed, he ratified them. 

The Labour Government and the trade unions did not discuss 
their differences openly in 1948, but in 1952 when a similar issue 
arose the unions felt under no obligation to the Government to 
conduct the dispute in private. At a meeting of the Minister of 
Labour’s National Joint Advisory Committee in May 1952, the 
Chancellor of the Exchequer stated that, in view of the inflationary 
effect of wage increases, wage claims should be moderated in the 
national interest. Later that month and in early June the Minister 
referred back 12 sets of proposals from Councils in the retail trade 
for reconsideration in the light of the Chancellor’s statement. The 
Minister said : “ When I am asked to approve statutorily enforceable 
minimum rates of remuneration I cannot take the view that the 
making of an order is a formality.” ~ The unions claimed that in 
practice it had become a formality, and they proceeded to make the 
Minister accept their view. 


1 The Times (London), 9 Apr. 1948. 
2 Parliamentary Debates, 5th Series. H.C., Vol. 504, Col. 37, 21 July 1952. 
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At a meeting with the Prime Minister and the Minister of 
Labour the Economic Committee of the T.U.C.’s General Council 
obtained the concessions it sought. The Prime Minister described 
Sir Walter Monckton’s actions as “ a gesture of the Government’s 
resolution to strengthen the country’s economic position ” and the 
Minister said that he was prepared “ to issue a statement making 
it plain that he had no intention of interfering with any of the 
functions of Wages Councils ”.! In his Presidential address to 
the Trades Union Congress, Arthur Deakin, General Secretary of 
the Transport and General Workers’ Union, described what the 
Minister had done as “ a dangerous form of Government interven- 
tion in the settlement of wage claims”. He described the trade 
union view of the Minister’s powers in the following terms : “ It was 
never intended to invest a Minister with authority to withhold an 
Order for wage increases made after due consideration in tripartite 
negotiations. ... To call upon Wages Councils to re-examine their 
recommendations casts a reflection upon people who know their job, 
and, in our view, is contrary to the spirit if not the letter of the 
law.” 2 

Unless the Minister was prepared to say that he would continue 
to refer proposals back until they conformed to government policy 
he was bound to be defeated by the unions. But such a stand would 
have been a break with the traditions of the system and, in the 
event, he was not prepared to make it. All the proposals which he 
had referred back were resubmitted without amendment and he 
ratified them. 


CONCLUSION 


The main purpose of statutory minimum wage regulation is to 
provide a socially acceptable wage for workers who are in a weak 
bargaining position because the state of the labour market exposes 
them to harsh pressures. Such workers are in greatest need of legal 
protection in periods of unemployment. The British system was. 
evolved when the wages of the protected workers would have been 
lower had it not been for the legally enforceable minimum wages 
settled by the statutory bodies. Its underlying principles, its 
procedures and the role of the Minister were determined in circum- 
stances which denied the weakest workers effective bargaining power. 
The circumstances of full employment are radically different and 
the place of statutory wage regulation, as an appendage of voluntary 
collective bargaining, has consequently changed. Yet Wages 

1 Report of Proceedings at the 84th Annual Trades Union Congress, 1952 
(London, T.U.C.), p. 294. 

2 Ibid., p. 81. 
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Councils continue to be treated as if the economic setting in which 
they operate had not altered. 

The idea that Wages Councils are a means of establishing 
national negotiating machinery in industries which have proved 
incapable of voluntary organisation among employers and workers 
is still a valuable one. Workers who are not employed under a 
settled agreement covering their remuneration and conditions of 
work lack rights of representation and self-government which 
should be available to them. Catering, agriculture and parts of 
retail distribution are the major areas of employment where the 
community still has a responsibility for providing statutory wage 
regulation on these grounds. Moreover, particularly in catering, 
there are certain conditions of employment other than wages, like 
hours of work, where “ sweating ” in the traditional sense would 
still be possible if there were not statutory regulation. But, if the 
chief criterion of need for protection is the inability to organise 
voluntary collective bargaining, the method of deciding whether or 
not Wages Councils are still appropriate needs to be made more 
explicit, and the means for abolishing them more effective. 

The freedom of a Council to govern its industry in the knowledge 
that its decisions will be imposed on all employers carries with it the 
duty to forego as soon as possible the legal backing which the com- 
munity provides. When there was no likelihood of voluntary 
collective bargaining developing because of unemployment there 
could be no doubt of the right of a Council to continue. But as 
collective bargaining has developed and the opportunities for 
extending it have increased the implied obligation to throw off 
statutory protection needs to be honoured. 

The assertion of the right of Councils to be free from govern- 
ment interference in the settlement of wage increases in all circum- 
stances is entirely justified. But it cannot be securely upheld in the 
long run unless it is accompanied by an equally strong assertion 
that the unions and the employers should continually strive to do 
without the protection which the Councils give them. A Council is 
entitled to decide what the legal minima should be, without hind- 
rance from the Minister, if the public is assured that the existence 
of the Council itself is absolutely necessary. The use of some 
Councils to obtain legal enforcement of voluntary agreements and 
the unwillingness of employers and unions to consider methods 
which would speed up the abolition of Councils denies the public 
the opportunity of judging what legal minimum wage regulation 
continues to be necessary in a period of full employment. There is 
a tendency for employers and unions to claim a right to protection 
without making a sufficient attempt to fulfil their obligations to the 
public for providing it. 
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One solution would be for the Minister to take advantage of the 
power given him in the 1959 Act? to appoint Commissions of 
Inquiry to examine whether Councils should be abolished, or even 
to abolish them without such inquiries. The danger here is that it 
would be such a breach of the traditions of the system that it might 
damage the work of those Councils which are absolutely necessary. 
The system is built on the assumption that the initiative lies with 
the employers and workers covered by it. To over-ride their wishes, 
no matter how certain the Minister is of the need to abolish a 
particular Council, would be interpreted as an attack on the whole 
system. Alternatively the Minister could endeavour to persuade 
employers’ associations and trade unions to be more willing to 
experiment with new methods for speeding up the transition to 
voluntary bargaining, but as we have seen Sir Walter Monckton’s 
attempts to do so between 1952 and 1954 were unsuccessful. In- 
termediate stages to abolition, like suspending a Council for a 
period, find no support yet, but it is the acceptance of precisely this 
sort of suggestion which would show that employers and unions 
were aware of the changed role of statutory wage regulation in 
contemporary circumstances. 

Wages Councils still carry with them the overtones of a policy 
for the amelioration of social evils. Their acceptance has rested on 
the belief that through them the community protects its weaker 
members. The strength of this impression has tended to obscure 
the inevitable change which has come over the role of statutory 
wage-fixing bodies during full employment. If the power of em- 
ployers’ organisations and trade unions is socially justifiable 
because they jointly provide a voluntary method of wage settle- 
ment, they should recognise that their position in society is made 
suspect unless they are willing to give up forms of legal protection 
which the community extended to them when they were weak. 


1 Terms and Conditions of Employment Act, 1959, section 3, and 
Wages Councils Act, 1959, section 6. 





REPORTS AND INQUIRIES 


Agricultural Wages, 1948 to 1957 


For a number of reasons, including the nature of the work and the many 
methods of remuneration in agriculture, the movement of real wages in 
agriculture is not easy to study. The following article nevertheless attempts 
to make a limited survey of agricultural wages in 24 countries over the 
period 1948-1957 and, in particular, to compare their evolution with that 
of industrial wages and of the wholesale and retail prices of farm products. 

Although the word “labour” commonly evokes the mental image 
of an industrial worker at a machine, most of the world’s working 
population—particularly in underdeveloped countries—still works on the 
land. A substantial proportion of this group does not own or rent land, 
but works for wages. Wage labour on the land occupies important 
numbers of persons even in industrial countries. 

Far less is known about agricultural wages than about pay in 
industry, principally because of the inherent difficulty of obtaining data. 
Unlike industrial workers farm workers are scattered widely over the 
land. In many countries they do not use employment offices and other 
government services as much as industrial workers, and are therefore 
virtually absent from many types of official records. They are often 
casual or seasonal rather than permanent employees, and in some 
countries many migrate widely in search of work. In many parts of 
the world they do not belong to labour unions and wage determination 
amounts to a bargain struck between farmer and labourer. Most farms 
employ few workers, and payroll records of the kind available in industry 
are seldom available except for plantations and other large-scale agri- 
cultural undertakings. For these reasons information on agricultural 
wages is limited. 

Reference to the Year Book of Labour Statistics } shows that statistics 
of wages in agriculture are provided by less than half the countries 
which provide statistics of wages in other branches of economic activity. 
Because of differences in scope, definition, and statistical method, which 
are discussed below, these data are frequently not directly comparable 
from country to country. In the present review an attempt is made 
to trace the broad outline of agricultural wage developments over the 
past decade on the basis of the available statistics for 24 countries in 
different regions of the world. 


THE RELATIVE IMPORTANCE OF AGRICULTURAL LABOUR 
The relative importance of wage labour on the land in the 24 coun- 
tries covered by the present review is illustrated by the following 


See I.L.0O.: Year Book of Labour Statistics 1958 (Geneva, 1958), Ch. V and table 19. 
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percentages of total wage and salary earners listed in recent censuses 
as employed in “ agriculture, forestry, hunting and fishing ”.? 

1. Comprising less than 5 per cent. of all wage and salary earners : 

Belgium, United Kingdom, United States. 

2. Comprising at least 5 but less than 10 per cent. of all wage and salary 
earners : 

Australia, Canada, France, Federal Republic of Germany, Japan, 
Netherlands, New Zealand, Norway, Sweden, Switzerland. 

3. Comprising at least 10 but less than 20 per cent. of all wage and salary 
earners : 

Austria, Denmark, Finland, Ireland. 

4. Comprising 20 per cent. or more of all wage and salary earners : 

Chile, Colombia, India, Italy, Mexico, Philippines, Portugal. 


The cost of agricultural labour to farmers is illustrated in table I, 
where expenditure on hired farm labour in 1953 is expressed as a 
percentage of the gross realised output in agriculture. The importance 
of wage costs can be seen to vary widely but in no case to exceed one- 
fourth of the value of farm production. 


TABLE I. EXPENDITURE ON HIRED FARM LABOUR AS A PERCENTAGE OF 
GROSS REALISED OUTPUT IN AGRICULTURE, 1953 


Country Per cent. Country Per cent. 
United Kingdom! ... 22 SWIGRESURMG,. .. 0 » 0ie % 12 
LO” rae ra 20 . >i 10 
Germany (Fed. Rep.) . . 18 ss 6 5 + Sm + os 10 


Finland .ss 17 A ie see Be 9 

Netherlands*...... 12 United States ..... 9 

GE oes ae. se 6 12 _.. (a 6 
Source : Output and Expenses of Agriculture in Some European Countries (Geneva, ECE/FAO, July 1955), 


p. 27; except for United States : computed from data in Agricultural Statistics 1955 (Washington, 1956), 
pp. 480-481. 


1 Includes expenditure on family labour other than that of the farmer and his wife. *1952. * It is 
considered that this figure may be too low ; alternative estimates give a somewhat higher figure. 


SPECIAL CHARACTERISTICS OF AGRICULTURAL WAGES 


Agricultural wages differ from wages paid in non-farm occupations 
in a number of ways. The most obvious difference is the great importance 
of payments in kind in agriculture. Food and lodging are the most 
important of these payments in kind, but many other items are also 
supplied to the farm labourer by his employer.? 

The financial importance of payments in kind is such that legislation 
in a number of countries stipulates that at least 25 or 30 per cent. of 
the total wage must be paid in cash. 

Unfortunately, there is no standard method of determining the 
money value of payments in kind. In some countries, for statistical 
purposes, farmers are asked to estimate the over-all cost of such pay- 
ments. In others the physical amounts of payments in kind are specified 


1See I1.L.0.: Year Book of Labour Statistics 1958 (Geneva, 1958), table 4. 

* For example the reporting form used for collecting agricultural wage statistics by 
the Finnish Ministry of Social Affairs includes the following items : 

cash wages; housing; lighting; hardwood or softwood for fuel; food (15 items) ; 
hay ; straw ; potato patch or other land for cultivation ; kitchen garden ; pasture land ; 
hay-lot ; privilege of raising own livestock. 
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by the farmer and retail prices are collected locally for these items by 
the statistical investigator. Since the values of payments in kind 
obtained by different statistical methods vary widely, the data shown 
below have been limited so far as possible to the cash wages of workers 
who are paid wholly in cash. In a few cases it has been necessary to 
use statistics showing the cash wage of workers who receive an addi- 
tional but unknown amount of payments in kind, and in the case of 
Australia, Austria, Chile, Finland, New Zealand, the Philippines and 
Switzerland, the estimated value of some payments in kind is included 
in the wage statistics. It should be noted that, while differences in the 
method of estimating payments in kind affect the comparisons of wage 
levels they have less influence on comparisons of the movement of wages 
over time. 

The relation between agricultural wages and the total wage income 
of the farm labourer is far more flexible than in industry. A sample 
survey in the United States? found, for example, that migratory agri- 
cultural workers averaged 70 days of farm work and 31 days of non- 
farm work in 1949, while non-migratory workers averaged 91 days of 
farm work and 29 days of non-farm work. The financial importance 
of non-farm work is greater than the mere number of days would 
indicate, since it is usually remunerated at higher levels than farm work. 

Agriculture differs from industry in that a relatively small proportion 
of skilled labour is employed. While large-scale agricultural under- 
takings (plantations, cattle ranches, etc.) often make use of skilled 
personnel such as tractor operators, blacksmiths, electricians, and the 
like, most farm workers perform a variety of unskilled or semi-skilled 
tasks. The wage data used in the present review relate, so far as possible, 
to the most common type of agricultural work, that of the general 
farm hand. 


WAGES OF AGRICULTURAL WoRKERS, 1957 


Table II shows the wages of agricultural workers in 1957 in 22 of 
the 24 countries covered by the present review. In the two remaining 
countries—Italy and the Netherlands—data on average wages were 

rovided to the I.L.O. in the form of indices, but not absolute figures. 

he data presented in the table do not in themselves give an indication 
of wage trends but are presented primarily as an illustration of the 
different kinds of wage information available. 

The day was the most common unit of wage payment in the statistics 
shown, though data per hour, per week, and per month were provided 
by a number of countries. In this connection it should be noted that 
workers remunerated wholly in cash generally do not live on the farm, 
and work by the day or week for local farmers. With the principal 
exception of harvest labour, workers who receive payments in kind 
(who were excluded from the present review whenever possible, as noted 
above) commonly live on the employer’s farm and are engaged for longer 
periods—the month, the season, or the year. In some countries, where 
agricultural workers are commonly engaged for a month or longer 
periods, wage statistics are nevertheless compiled on an hourly basis 
for purposes of comparison with non-farm wages, while in others collec- 
tive agreements or awards use the hour as the basis of wage determination 
in agriculture as well as industry. 


1L. J. Ducorr: Migratory Farm Workers in 1949, Agriculture Information Bulletin 
No. 25 (Washington, U.S. Department of Agriculture, 1950). 
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Except as regards Japan and Denmark the data relate either to 
persons in stable employment (“ permanent ” or “ regular ” labourers) 
or to farm workers in general, combining stable and casual or seasonal 
workers. In the absence of special studies on the subject it is not 
possible to appraise the relative importance of stable and casual labour 
in the agricultural labour force of most countries. 

A final consideration with respect to the data shown in table II 
is the distinction between payments classified by the countries as 
“ wages”, “ rates”, or “ earnings”. The distinction between wage rates 
and earnings is of great importance in industry, where the difference 
between the two is made up principally of overtime premium pay and 
bonus and incentive payments. In agriculture—although the regulation 
of hours of work is becoming more prevalent—both overtime premium 
pay and bonuses or incentive pay are rare, and rates and earnings 
differ slightly, if at all. 

The designation of agricultural wage data as “ rates ” or “ earnings ” 
generally arises from the nature of the statistics. The data presented 
in table II for Chile, Colombia, Mexico, Austria, the Federal Republic 
of Germany, Ireland, the United Kingdom, Australia, and New Zealand 
represent minima established by law or agreement. In such cases the 
term “rate” or “minimum rate” is most appropriate even though 
the farm worker commonly receives no more than the minimum amount 
as actual earnings. In the countries using the terms “ earnings” or 
simply “ wages” the data are commonly obtained from a survey of 
amounts actually paid. The term “rates” used in the case of the 
United States arises from the survey method, in which selected farmers 
are requested to report locally prevailing wage rates. 


THE MOVEMENT OF FARM AND NoONn-FARM WAGES, 1948 To 1957 


Indices showing agricultural and manufacturing wages in 1957 on 
the base 1948100 are presented in table III. Wherever possible 
the agricultural wage indices were based on the series shown in the 
preceding table. Particular attention is called to the methodological 
notes to table III since in a number of cases it was not possible to obtain 
the same series for 1948 and 1957, and the indices were therefore com- 
puted by linking two or more series. 

Both agricultural wages and earnings in manufacturing rose in most 
countries, the majority of countries falling in the range from 50 to 
150 per cent. increase. The median increase in wages from 1948 to 
1957 was 72 per cent. in agriculture and 77 per cent. in manufacturing. 
The effect of inflation was most severe in Chile and Japan, and the 
smallest increases were recorded in India, Portugal, and the Philippines. 
Within this general pattern of widely distributed wage increase, the 
most striking phenomenon is the apparent lack of consistency in the 
relative movement of farm and non-farm wages. 

Wages in agriculture rose more than earnings in manufacturing in 
ten of the 23 countries shown in table III, and less in 13 cases. In eight 
countries (Belgium, Finland, France, the Federal Republic of Germany, 
the Netherlands, New Zealand, Norway and Sweden) the deviation 
in movement of farm and non-farm wages from 1948 to 1957 was less 
than 5 per cent. (i.e. farm wages rose less than 5 per cent. more than 
non-farm wages or fell short by less than 5 per cent. of the non-farm 
increase). In an additional six countries (Denmark, Ireland, Italy, 
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Portugal, Switzerland, and the United Kingdom) the deviation of farm 
from non-farm wage increases was more than 5 but still less than 
10 per cent. In the other nine countries the deviation was greater. 


TABLE III. INDICES OF WAGES IN AGRICULTURE AND 
AVERAGE EARNINGS IN MANUFACTURING, 1957 


(Base : 1948=100) 





Country : stant 
| agriculture manufacturing 





r 
| Wages in Average earnings in 
| 


| America : 


6 oe «oe ee we ho 175 
re ee ee ee Re oe 153 
De ee eee oe OO ete 9301 

| ee A, MEPS POR A FM 231 
Se fi5. tx Dg pee ea gia Last! (Oe 209 








88 139 
Nerd os OR Be Wineiue eyed 176 440 ? 
0 a ae een ee ee 114 100 4 ® 
| Europe : 


OS a ee a 141 144 
Fa aes twee lat Te wuld > alg ate 166 1764 
he ae ge Ge i he oe Bk 227 224 
eB ae Ge, ee ie 260 249 & 
MP ks soe eS km 208 ” 203 
Ireland peg 5 Goa a eke eta 172 158 
es oes SE ee NO eS ERS 139 154 
Ee ae ee ee ae 186 179 
i ee eee ee eee 178 184 
0 ae or eee 104 113° 
NN i a ee gt a eer eel me 206 209 
Switzerland : 139 129 ® 
United Kingdom . 167 177 





| Oceania : | 
5 


Australia Se ee eo ae ee 2 ot 236 232 * 
ar... os <« » tee sf | 167 171 ¢ 


Source : Year Book of Labour Statistics 1958, and earlier editions with the exceptions mentioned below 
in the notes on the computation of indices. 

1 March 1957. * Including salaried employees. * 1956, * General level of wages. * Wage rates 
of skilled workers. * Wage rates. ? Base: crop year 1948-49=100. * Based on leading manufacturing 
industries only. ° Skilled and semi-skilled workers. 


Computation of Indices of Agricultural Wages. 


Chile : Data for 1948-55 were taken from the index of agricultural wage costs published in La Agricultura 
Chilena en el Quinquenio 1951-55 (Santiago, Ministerio de Agricultura, Departamento de Economia Agraria, 
1957), table 65. 

India : Series for all India for 1954-57 were linked to data for Bombay State for 1948-53 on the basis of 
wage rate quotations for a large number of villages in the Bombay Labour Gazette, which lent support to the 
assumption that—despite wide variation from one locality to another— wages, on the average, remained 
unchanged from 1953 to 1954. 

Belgium : Data for 1948-51 were taken from the index of agricultural wages as a cost component 
published in Annuaire statistique de la Belgique et du Congo Belge (Brussels), Tome 78, Année 1957, p. 175, 

France : Agricultural wages for 1948 represent the wage levels established for each département by the 
Ministry of Agriculture in consultation with the Chamber of Agriculture for purposes of applying the Wage 
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Differential Contract. The unweighted average of département figures was published in Bulletin de la sta- 
tistique générale de la France (Paris), Supplément trimestriel Oct-Dec. 1949, p. 406. 

Federal Republic of Germany : Data for the crop year 1948-49 (used as a base for computing the index) 
and the crop years 1949-50 and 1950-51 (the average for which was used to represent the calendar year 1950) 
were taken from the parliamentary report Drucksache 2100, Deutscher Bundestag, Zweite Wahlperiode 1953, 
p. 33, in the form of an index with base 1938= 100 prepared by the Ministry of Agriculture. 

Switzerland : Data compiled by the Swiss Peasants’ Secretariat were used as published in La vie économique 
(Berne), Aug. 1957. 


Computation of Indices of Wages in Manufacturing. 
Chile : The year 1957 is represented by data for March 1957 published in the bulletin Estadistica Chilena. 


Colombia : Data for 1948 and 1957, as published in the Year Book of Labour Statistics, represented daily 
and hourly earnings respectively. To establish the index, daily earnings in 1948 were divided by eight. 


Portugal : Since data for all the industries included in the manufacturing average for 1956 in the Year 
Book of Labour Statistics were not available for 1948, a link relative was computed on the basis of wages 
in the nine principal industries employing the majority of the manufacturing labour force, as shown in 
table 18 of the Year Book, for the period 1948-51, and linked to the average series for 1951-56. 





Farm wages rose at least 10 per cent. more than non-farm wages 
in Chile, Mexico and the Philippines, and rose slightly more than non- 
farm wages in Australia and six European countries. On the other 
hand, farm wages rose 14 per cent. less than non-farm wages in Colombia, 
15 per cent. less in the United States, 21 per cent. less in Canada, 
38 per cent. less in India, and fully 60 per cent. less in Japan. In the 
extreme cases of Japan and India, however, it should be noted that 
the farm wage series exclude the value of payments in kind, so that 
one component of the actual increase in farm wages—the increase in 
estimated cost or equivalent market price of payments in kind—is not 
reflected in the data. 

Substantially less information is available on differences in wage 
movements within agriculture, but the following examples show that 
the data for day labourers or hourly-paid or daily-paid workers are not 
necessarily representative of all farm labour. In Canada, where the index 
of daily earnings was 138 in 1957, the index of monthly earnings was 
134. In the United States, where the index of prevailing rates paid 
to day labourers was 130 in 1957, the index for permanent and seasonal 
workers paid by the month was 138. In Norway the 1957 index for 
regular day labourers was 178, while that for general farm hands paid 
by the month was 209, In Sweden, where the hourly wage index was 
206, the index of yearly wages stood at 194, 


RELATIVE LEVELS OF FARM AND NON-FARM WAGES 


The increases in farm and non-farm wages shown in table III are 
shown in the form of percentages. The actual wages of the farm and 
non-farm worker at a given date are more difficult to ascertain because 
of lack of comparability in the basic statistics. In table IV an attempt 
is made to provide a rough indication of the relationship by comparing 
wages for general farm labour (as shown in table II) with the estimated 
daily wage rates of unskilled labourers in urban building construction. 
The urban wage data relate, whenever possible, to small cities or 
provincial towns rather than the capital or largest city of each country, 
where wages tend to be highest. The occupation of building labourers 
was chosen as being roughly similar in skill level, job content, and 
intensity of physical effort, to the work of general farm labourers. 

The farm wage ranged from 29 per cent. of the urban wage in Chile 
to 96 per cent. in New Zealand, but the actual range may have been 
somewhat smaller. In Chile legal minimum wage rates for farm work 
are compared with prevailing rates in the construction industry in 
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Santiago, the capital city, while in New Zealand both farm and urban 
data represent legal minima. In Western Europe a more homogeneous 
pattern is observed, with farm wages ranging from 66 per cent. of 
the urban wage in Ireland to 94 per cent. in Norway. In both North 
and South America, and in the Philippines, farm wages represented a 
lower percentage of urban building labourers’ wages than in Europe 
or Oceania. 


TABLE IV. WAGES IN AGRICULTURE AND WAGES OF URBAN LABOURERS 
IN BUILDING CONSTRUCTION, 1957 








| Daily wage | Daily wage in |Agricultural wage 
Unit of in urban building as percentage 
currency agriculture, construction, of construction 
1957 Oct. 1957? wage 


Country 





America : 
Canada . 
United States ; ; 
| SY ae Se ae ae Peso 
CE 6 ke Peso 
Mexico Peso 





Philippines Peso | 1.90 


Asia : 
Europe : 
Melee 4. ws. | ee 173 
Denmark ..... .j| Crown 26.93 
I i Bede: wh Mark 109 2 
ee i. 96 93 
ee Crown 31.26 
Sweden. . . ae Crown 3.542 


United Kingdom. evi ae. a | 150 Tal 
| 
| 











Oceania : 
| 200 Jt 208 63 


5 ' New Zealand .... | s. d. | 





Source : Agricultural wages, see table II. Construction wages, I.L.O. Year Book of Labour Statistics 1958 ; 
except Denmark: Statistiske Efterretninger, Vol. 1957. 
1 Daily wage estimated as hourly wage multiplied by eight. * Hourly wage. * Weekly wage. 


Notes on construction wages : Canada: Country-wide average. United States: Atlanta, Georgia. Chile: 
Santiago. Colombia : Average earnings in manufacturing. Mexico : Federal District. Philippines : General 
level of wage rates, unskilled labourers, Manila. Belgium : Provinces. Denmark : Average wage rates of 
unskilled building labourers outside the principal cities. Finland : Helsinki. Ireland : Dundalk. Norway : 
Country-wide rate for unskilled labourers in printing and publishing. Sweden : Malmé. United Kingdom : 
Large towns, excluding London. New Zealand: Whole country. 


While the countries included in table IV are those which provide 
statistics of cash remuneration of farm workers paid wholly in cash, 
it should be noted that even these farm workers have ways of obtaining 
supplementary income which are not available to urban labourers— 
producing crops or livestock for the market, providing all or part of 
their food and fuel requirements by work on their own account in their 
free time, etc. The real level of living of farm workers, therefore, may 
be somewhat higher, relative to urban labourers, than is indicated by 
wage rates alone. 
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On the other hand, it must also be taken into account that wage 
rates differ from earnings far more in industry than in agriculture. 
The level of agricultural wages shows consistently lower percentages 
when compared with average earnings in manufacturing than when 
compared with wage rates of building labourers. Average hourly 
earnings in manufacturing in 1957 typically exceeded the hourly wage 
rate of building labourers by 20 to 30 per cent., owing partly to the 
fact that the manufacturing averages included skilled as well as unskilled 
workers and partly to the fact that overtime premium pay, incentive 
pay, and bonuses were earned by many industrial workers. The relative 
position of the different countries, however, remains substantially 
unchanged whether the comparison is between agriculture and building 
labour or between agriculture and manufacturing. 


REAL WAGES OF AGRICULTURAL LABOUR 


The analysis of real wages in agriculture—the purchasing power 
of money wages—raises a host of special problems. Both the prices 
of goods and services and the quantities consumed are different in urban 
and rural areas, with the result that the movement of consumer prices, 
as measured by index numbers, is seldom identical for farm and for 
industrial workers. Systematic research on rural-urban price and con- 
sumption differences has been undertaken in relatively few countries, 
but the following examples illustrate the kinds of difference encountered. 

Prices of locally produced food and fuel are generally lower in rural 
areas than in towns, and prices of imported or manufactured goods 
higher. Thus in Sweden, in 1953, the price of firewood in rural districts 
was 31 per cent. lower than in towns, while the price of coke was 
2 per cent. higher than in towns.! The conditions of rural living affect 
consumption of many items. For example rural workers and their 
families tend to purchase more work clothing and less dress clothing 
than urban families, as evidenced by a United States 1941 family 
living study * which showed that farm women purchased three times 
as many pairs of cotton and lisle hose as non-farm women, while non- 
farm women purchased six times as many pairs of nylon hose in the 
same year. It is obvious, therefore, that use of urban price and con- 
sumption data only in making comparisons of real wage levels of the 
farm and non-farm worker is hardly satisfactory, yet few countries 
provide special data for rural areas or for farm households. 

Measuring the movement of real farm wages over time, however, 
is subject to fewer reservations. Despite differences in price levels 
and consumption, the movement of consumer prices over time tends 
to be roughly similar (though by no means identical) in town and 
country. Table V illustrates the change in real wages in agriculture 
from 1948 to 1957, based on the wage indices shown in table III and 
the official (urban) consumer price indices of the same countries.* 


‘Computed from prices given in Statistisk Arsbok fér Sverige 1956, p. 199. 

* Family Spending and Saving in Wartime, Bulletin No. 822 (Washington, U.S. Bureau 
of Labor Statistics, 1945). 

3 In this connection it should be noted that comparisons of these indices of real wages 
in agriculture and similar indices for manufacturing would show the same relative move- 
ments as comparisons of money wage indices for the same two sectors, since only the urban 
consumer price index is available as a deflator. The discussion of the deviation of farm 
from non-farm wage indices in table III can therefore be considered to apply to farm and 
non-farm real wage indices as well. 
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TABLE V. INDICES OF REAL WAGES IN AGRICULTURE IN 1957 
(Base : 1948=100) 


(Estimates based on movement of urban consumer prices) 


Country Index Country 


America : Finland . 


en ee France hye 
United States ..... 111 Germany (F.R.) 
neler agai ial 69 Ireland ah 


SNS 6 va ea, 102 Italy .. as 
Mexico 131 Netherlands . 


Norway . 
Asia : Portugal 


’ Sweden . 
ME i o lig el wee we 77 Switzerland 


+ Gok ee 6 a be - We 
Philippines (1956) |. . 114 United Kingdom 


Europe : Oceania : 


ee 125 DE Nae ans 6% 118 
ae. . sk es & 117 New Zealand ..... 110 


Source : Money wages in agriculture : see table III. Consumer prices: Year Book of Labour Statistics 
1958, and earlier editions. 


The over-all tendency from 1948 to 1957 was one of moderate 
increase in the purchasing power of farm workers’ wages. The median 
increase from 1948 to 1957 was 17 per cent., which corresponds to an 
annual rate of increase of about 1.8 per cent. The median increase 
in real wages in manufacturing in the same countries was slightly higher, 
corresponding to an annual rate nearer 2 per cent. In general, therefore, 
agricultural workers can be said to have shared in the general rise in 
the purchasing power of wages over the past decade, though to a 
differing extent in different countries. 

In Chile, where inflation caused the greatest decline in real wages, 
farm workers suffered less than non-farm workers and, because of the 
great importance of payments in kind, the farm workers’ food and 
housing were probably little affected in real terms. In India and 
Portugal, where the decline in agricultural real wages was less severe, 
it nevertheless contrasts sharply with the rise in real earnings in manu- 
facturing. In Japan, where real wages in agriculture remained virtually 
unchanged from 1948 to 1957, real earnings in manufacturing registered 
substantial gains. In Canada and the United States the real wage 
gains of farm workers were about half those of wage earners in manu- 
facturing. In Colombia, Belgium, Denmark, Italy, Norway, New Zealand, 
Sweden, and the United Kingdom, real wage gains in agriculture were 
somewhat less than in manufacturing, though the differences were 
generally small. 

On the other hand in the Philippines, where indices of prices and 
urban wages were unchanged from 1948 to 1956, real wages of agri- 
cultural labour registered a gain of 14 per cent. In Mexico and Australia 
gains in real wages in agriculture were substantially greater than in 
manufacturing, and agriculture outpaced manufacturing to a smaller 
extent in Finland, France, Germany, Ireland, the Netherlands, and 
Switzerland as well. 
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WAGES AND AGRICULTURAL PRICES 


The numerous recorded instances of rising real wages in agriculture 
in the period 1948 to 1957 do not necessarily imply that there were 
corresponding increases in the revenue productivity of farm labour, 
but often represent the reflection in agriculture of general wage and 
price movements in the national economy of the countries concerned. 
There were cases where—regardless of the physical productivity of 
rural labour—a combination of rising farm wages and declining prices 
to agricultural producers made for a squeeze on farm operators’ incomes. 
In table VI the movement of agricultural wages from 1948 to 1957 
is compared with the movement in the same period of whoiesale prices 
of farm products and retail prices of food. 


TABLE VI. INDICES OF WAGES IN AGRICULTURE, WHOLESALE PRICES OF 
FARM PRODUCTS, AND RETAIL FOOD PRICES, 1957 
(Base : 1948=100) 





Agricultural Wholesale prices Retail prices 


Country wages | of farm products of food 
| 








America : 
ae ae 138 90 
mea weates 2 ww ts | 130 | 85 
CEE o.oo me 6% ,114 | 1,569 
DS. S0 ig ps aes 250 207 


Asia : } 
a a ee ae 176 | 339 154 
Pp 


Europe : | 
ES ere or 141 93 110 
vad oa es. 9 227 151 167 
Ee ee 260 135 157 
Germany (F.R.) ..... | 208 126 133 
Ireland ‘rk ee ee 172 128 130 
Weetmeriands .....6.- | 186 125 155 
I Sc) Gg ve 4 ahs 104 | 104 | 109 

a re eee eee 206 154 160 

| 











Source : Agricultural wages ; see table III. Wholesale prices: United Nations: Monthly Bulletin of 
Statistics, Aug. 1956 and Aug. 1958. Retail prices : computed from consumer price indices for food published 
on 1953 base in Year Book of Labour Statistics, 1956 and 1958 editions. 


The most striking cases are those of Belgium, Canada, and the United 
States, where increases in agricultural wages coincided with declines 
in the wholesale prices of farm products. In Finland, France, Germany, 
Ireland, Mexico, the Netherlands, and Sweden, while the wholesale 
price of farm products rose from 1948 to 1957, agricultural wages rose 
substantially more. In Portugal there was a rise of 4 per cent. in both 
farm wages and producer prices, and only in Chile and Japan did whole- 
sale prices rise more than the wages paid to farm labour. 

The importance of changes in margins in distribution is brought 
out by the relation between wholesale prices for farm products and 
consumer prices for food at retail. Even in the countries where wholesale 
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farm prices declined, retail food prices rose, and only in Mexico and 
Japan did consumer food prices rise less than prices of farm products 
at wholesale. The relative movement of wholesale and consumer prices 
implies a general and fairly important widening of gross margins in 
food distribution. 

With urban wages tending to keep pace with (or to outpace) the 
cost of living, agricultural wages tended to follow suit. The inflationary 
tendencies in the labour market and the market for consumer goods 
and services placed agriculture in a difficult position ; increases in the 
net income of farmers in many countries in the period under review 
were substantially less than increases in the gross income from sales 
of crops and livestock, and in some countries there were declines in 
farmers’ net incomes. 

Rising wages for hired farm labour were by no means the only 
factor contributing to this situation. As can be seen from table I, 
even in countries such as Denmark and the United Kingdom, where 
hired labour is an important factor of agricultural production, farmers’ 
expenditure on wages represented less than one-fourth of the value 
of farm output, and in most countries the fraction was smaller. 





Dismissal Procedures 


VI: India — VII: United Arab Republic ' 


India 
SOURCES OF REGULATION 


Regulation of dismissal and related matters in India is largely 
accomplished through legislative measures. However, collective bar- 
gaining, the common law, and particularly principles arising out of 
arbitration awards also have great significance. 


Legislation 
The Industrial Employment (Standing Orders) Act, 1946, as Amended .* 


This Act requires covered employers to define formally and with 
sufficient precision by means of standing orders, the conditions of 
employment in the undertaking. The Act applies to every industrial 
establishment in which more than 100 workers are employed, or were 
employed on any day of the preceding 12 months. The central Govern- 
ment or the state government concerned may extend the application of 
the Act to any class or classes of other industrial establishments. Stand- 
ing orders have to provide for certain prescribed matters, among 
which are termination of employment generally ; dismissal for mis- 
conduct, and acts or omissions which constitute misconduct ; and means 
of redress for workers against unfair treatment. 

Standing orders must be certified by the Government. In order to 
be so certified they must conform to the Act and, in so far as practicable, 
to the Model Standing Orders prescribed by the appropriate govern- 
ment. The employer may frame his proposed standing orders or may 
alter certified standing orders in agreement with his employees or their 
union. Under the procedure of certification itself, the employees or 
their representatives are entitled to make objections to the employer’s 
proposed orders and to have a hearing on their objections. 


1 For the preceding articles in this series, dealing respectively with France, the United 
States, the U.S.S.R., the Federal Republic of Germany, and the United Kingdom, see 
Vol. LX XIX, No. 6, June 1959, and Vol. LXXX, Nos. 1, 2, 3 and 4, July, Aug., Sep. and 
Oct. 1959, 

2? Under the federal type of government in India, the subject of labour is under the 
concurrent jurisdiction of the central and state governments. Both the Central Industrial 
Employment (Standing Orders) Act, 1946, as amended, and the Central Industrial Disputes 
Act apply in the states and are enforced by state governments within their respective 
jurisdictions, except with regard to industries or cases subject to the jurisdiction of the 
central Government. 

3 1.L.0. Legislative Series (hereafter cited as L.S.), 1946 (Ind. 2). 
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The Industrial Disputes Act, 19471, and the Amendments Thereto, Notably 
the Amendment Act of 1953 and the Amendment Act of 1956.8 


One of the more important features of the Industrial Disputes Act 
as amended is the establishment of extensive prescriptions relating to 
retrenchment and lay-offs. A primary purpose of the Act is to provide 
for conciliation and adjudication or compulsory arbitration of industrial 
disputes. In this respect, it should be noted that even an individual 
dismissal may become an industrial dispute under the Act if the case 
is taken up by the union or a substantial number of employees in the 
undertaking. Other pertinent provisions of the Act allow the central 
Government or a state government to require the establishment of 
bipartite works committees within undertakings. In practice these 
committees function partly or largely as grievance machinery although 
this is not primarily their purpose. Over 19,000 such committees were 
in existence in 1955-56. 

It may further be mentioned that while the Standing Orders Act and 
certain provisions of the Industrial Disputes Act apply only to under- 
takings employing more than a specific number of employees, the dis- 
pute settlement provisions of the Industrial Disputes Act have no such 
limitations. 


Arbitration Awards 


Arbitration awards, under India’s compulsory arbitration scheme, 
assume great importance as a source of regulation since these awards 
have laid down both procedural and substantive standards that must 
be complied with in dismissal situations. 


Collective Bargaining 


In 1957 the Standing Labour Committee * adopted a “ Code of 
Discipline in Industry ” which contains provisions relevant to dismissal 
questions.5 The Code was ratified in 1958 by the Indian Labour Con- 
ference and accepted by the Government as well as by the central 
employers’ and workers’ organisations, which may apply sanctions 
against their members who violate its provisions. The implementation 
of the Code is also made a responsibility of a central tripartite body—the 
Implementation and Evaluation Committee—and of similarly consti- 
tuted machinery at the state level, as well as of an Implementation and 
Evaluation Division set up in the Ministry of Labour. 

Pertinent provisions of the Code call for the establishment of grievance 
procedures and use of negotiation, conciliation and voluntary arbitra- 
tion in settling disputes. Further, the employers agree not to support 
or encourage unfair labour practices such as dismissal for trade union 
membership or recognised trade union activity or victimisation of any 
employee and abuse of authority in any form. They also agree to dis- 


1 7.S., 1947 (Ind. 1). 

2 L.S., 1953 (Ind. 1). 

3 Act No. 36 of 1956. Acts of Parliament 1956, Ministry of Law, Government of India. 

4 This Committee and the Indian Labour Conference are the two principal tripartite 
organs for consultation on labour and social policy at the level of the central Government 
in India. See “ The Institution of a Tripartite Labour Organisation in India : The Influence 
of the I.L.0O.”, in International Labour Review, Vol. XLVII, No. 1, Jan. 1943, p. 1. 


5 See Industry and Labour (Geneva, I.L.O.), Vol. XIX, No. 6, 15 Mar. 1958, pp. 212-213. 
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tinguish between actions which justify immediate discharge and those 
where discharge must be preceded by a warning, reprimand, suspension, 
or some other form of disciplinary action. 

While collective agreements in India are relatively few and only a 
small number of them contain stipulations on dismissals, dismissal 
questions are frequently the subject of negotiations although the agree- 
ments reached may not take the form of formally written contracts. 


Common Law 


In undertakings falling outside the purview of special legal provi- 
sions, the termination of the employment relation would be governed 
in cases brought before the ordinary courts by the common law rules of 
contract. The basic principle of these rules is that of strict equality 
and mutuality of rights as between the parties, without regard to their 
economic and social conditions. Briefly stated, these rules may be 
summarised as follows ? : 


(a) if the contract is not for a fixed period the employer may term- 
inate it by giving reasonable notice or wages in lieu thereof ; 

(6) summary dismissal may result from conduct on the part of 
the employee amounting to dereliction of duties, or incompatible with 
the faithful discharge of these duties, under the express or implied terms 
of the contract ; 

(c) in case of wrongful dismissal the only relief which the courts 
can generally grant is damages. 


Inasmuch as questions of wrongful dismissal are seldom brought 
before the ordinary courts in breach of contract cases (but rather arise 
as grievances or industrial disputes) this subject will not be discussed 
further. 

The following aspects of dismissal procedures will now be considered 
in turn : dismissals for reasons connected with the employee (disciplinary 
and non-disciplinary dismissals) ; dismissals (retrenchment) and lay-off 
arising out of the needs of business operation ; special consideration 
afforded to certain employees or in certain situations ; recourse and 
remedies for employees wishing to challenge their dismissal ; and, finally, 
the position of the dismissed employee. 

Pe 
DISMISSAL FOR REASONS CONNECTED WITH THE EMPLOYEE 


Misconduct : Inquiry Procedure 


’~' The following acts or omissions constitute grounds for summary 
dismissal without liability for pay in lieu of notice under the Model 
Standing Orders prescribed in the Central Rules *: 


(a) wilful insubordination or disobedience, whether alone or in combina- 
tion with others, to any lawful and reasonable order of a superior ; 


1 It seems that one of the reasons for this is that in establishments where unions are 
likely to be found, these questions are already covered by standing orders and legal pro- 
visions. 

2 See N. BarRwe tt and S. S. Kar: The Law Relating to Service in India. Vol. 1: The 
Law of Master and Servant (Bombay, Calcutta, Madras, Orient Longmans, Ltd., 1952), 
Ch. VI. 

3 As modified up to 31 October 1954. 
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(b) theft, fraud, or dishonesty in connection with the employer’s business 
or property ; 

(c) wilful damage to or loss of employer’s goods or property ; 

(d) taking or giving bribes or any illegal gratification ; 

(e) habitual absence without leave or absence without leave for more 
than ten days, 

(f) habitual late attendance ; 

(g) habitual breach of any law applicable to the establishment ; 

(h) riotous or disorderly behaviour during working hours at the estab- 
lishment or any act subversive of discipline ; 

(i) habitual negligence or neglect of work ; 

(7) frequent repetition of any act or omission for which a fine may be 
imposed? .. .; 

(k) striking work or inciting others to strike work in contravention of 
the provisions of any law, or rule having the force of law. 


The Model Standing Orders set out the basic requirements of the 
procedure to be followed in disciplinary dismissals. Arbitration tribunals 
have refined and elaborated this procedure? Generally, a “ charge 
sheet ” must be served on the employee giving a clear indication of 
the offence, with a reference, where appropriate, to the standing orders. 
At the request of the employee an inquiry will be held, presided over 
by an inquiring officer appointed by management. Witnesses for both 
sides are heard and a record of the proceedings is taken. The inquiring 
officer then makes his findings and decision, which, together with the 
record, is considered by the employer, who is bound to take into account 
the gravity of the misconduct and extenuating circumstances as well 
as the employee’s past record. This procedure is not required when 
the employee is dismissed with notice (or pay in lieu thereof)—even 
if summary dismissal could have been invoked by the employer.* 


Unauthorised Leave : Automatic Termination 


Dismissal may take place under the Model Standing Orders, without 
observance of the above procedure, when an employee remains absent 
beyond his period of leave as originally granted or subsequently extended. 
In such circumstances notice is not required, and automatic termination 
can result, unless the employee returns within eight days of the expiry 
of his leave and explains to the satisfaction of the employer his inability 
to return before its expiry. 


Other Reasons : Notice 


For cases of dismissal (incompetence, inefficiency, repeated or 
prolonged illness or incapacity, etc.) based on reasons other than those 
mentioned above, a permanent employee may be dismissed only upon 
the giving of written notice. The Model Standing Orders provide for 
one month’s notice in the case of monthly-rated employees and two 
weeks’ notice for all other employees. Appropriate pay in lieu of notice 


1 These would include less serious offences which the employer may designate in the 
standing orders subject to approval by the prescribed authorities. 

2 See V. P. Arya: Principles and Practices relating to Punishments and Disciplinary 
Actions in Private Industries (Calcutta, Bhushan Prakashan, 1958), pp. 20-29. 

3 Nagpur Electric Light and Power Co. v. Phati Rac, 1958—Labour Gazette (Bombay), 
Nov. 1958, p. 369. 
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may also be provided. As will be discussed later, even a dismissal for 
which appropriate notice or pay in lieu of notice has been given is subject 
to challenge as being unjustified. 


DISMISSALS (RETRENCHMENT) AND LAy-OFFs ARISING OUT OF THE 
NEEDS OF BUSINESS OPERATION 


The Industrial Disputes Act, as amended, sets out certain mandatory 
procedures governing dismissals (retrenchment) and lay-offs arising 
out of the needs of business operation, which are applicable to under- 
takings regularly employing a minimum of 20 employees and to 
employees in such undertakings who have more than one year’s continu- 
ous service. 


Distinction between Retrenchment and Lay-off 


Retrenchment and lay-off are given different meanings under the 
Act. “ Retrenchment” means the employer’s termination of the 
service of an employee for any reason whatsoever, other than as a 
disciplinary measure or on the ground of the employee’s continued 
ill-health. It may be stated, however, that arbitral and judicial inter- 
pretation limit the meaning of retrenchment to situations connected 
with business operation.! “ Lay-off” results from the failure, refusal 
or inability of an employer on account of shortage of coal, power or 
raw materials, or the accumulation of stocks or the breakdown of 
machinery or for any other reason to give employment to an employee 
who has not been retrenched. 


Retrenchment 
Notice. 


The employee must be given one month’s advance notice in writing, 
indicating the reason for retrenchment, or be paid wages in lieu of notice. 
Retrenchments must also be reported to the government. 


Selection of Employees to Be Retrenched. 


With certain exceptions the Act requires the employer to proceed 
on a “ last-come, first-go” basis within each category of employees. 
If the employer deviates from this procedure he must record the reasons 
for it, which may be subject to review by arbitration tribunals. For 
the purposes of fixing the order of retrenchment the Central Rules issued 
pursuant to the Act require the employer to prepare a seniority list 
of all employees in the category within which the retrenchment is 
contemplated and to display it in a conspicuous place in the establish- 
ment at least seven days before the actual date of retrenchment. 


1 For example, dismissal for inefficiency has been held not to be retrenchment under 
this definition. Labour Appeal Cases (New Delhi), Sep. 1957, p. 575. The Supreme Court 
has held that in no case is there any retrenchment unless these is discharge of surplus 
labour or staff in a continuing or running industry. Retrenchment provisions do not apply 
where the services of all employees have been terminated by the employer on a real and 
bona fide closure of business. Cases of Barsi Light Railway Co. Ltd., and Dinesh Mills 
Ltd. (1956), in All India Reporter, Mar. 1957. 
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Consultation. 


While there is no statutory prescription requiring consultation on 
retrenchment questions, the matter is sometimes included in collective 
agreements. Some agreements provide for negotiation or consultation 
with the union when the management intends to introduce any change 
leading to a possible reduction in the number of workers or when mass 
retrenchment becomes necessary. Under one agreement such negotia- 
tion is to take place if the retrenchment involves 50 or more workers.! 

Moreover, the Industrial Disputes Amendment Act of 1956 prohibits 
the employer from making any change in conditions of service (including 
those which may lead to a reduction in the number of employees) 
without notice to the affected employees, unless in pursuance of a 
collective agreement, or settlement by conciliation or arbitration award. 
It would appear that the purpose of this provision is to encourage joint 
discussion of the proposed change. The discussion may result in a 
collective agreement or simply in a decision of the management to 
modify its original plan, taking into account the views expressed by 
the employees or their union.? 


Retrenchment Compensation. 


The Act provides that at the time of retrenchment the affected 
employee shall receive compensation on the basis of 15 days’ average 
pay for each completed year of service or any part of a year in excess 
of six months. 


Possible Re-employment. 


While the theory of retrenchment is that of permanent termination, 
if it happens that at a later date the employer proposes to recruit workers, 
he must afford a preference to those retrenched workers who offer them- 
selves for employment. Rules promulgated under the Act set out the 
procedures to be followed in cases of re-employment. 


Lay-off 


When an employer lays off a permanent employee who has completed 
not less than one year of continuous service, the Industrial Disputes Act 
provides that the employee shall be paid, during the period of lay-off, 
compensation equal to 50 per cent. of the total of the basic wage and 
dearness allowance which would have been payable to him had he not 
been laid off. As a condition for receiving such compensation, the laid- 
off employee must present himself for work at least once each day. 


1 Agreement between the Bata Shoe Company and the Bata Mazdoor Union dated 8 
February 1955. 

2 It has been the practice in the textile industry, even before the enactment of this 
legal provision and even in the absence of express contractual stipulation, to make any 
proposed change relating to standardisation of work loads or the introduction of auto- 
matic machinery a subject of negotiation ; the agreements which have been negotiated 
provide that such changes shall be effected without retrenchment or subject to appropriate 
arrangements for employees who become redundant. The agreement concluded in 1956 
at the Tata iron and steel works, which was made with a view to the Company's expansion 
and modernisation programmes, also provided that there would be no retrenchment and 
that displaced employeees would be given training for other jobs. In many other cases 
the negotiations turn on the number and selection of employees to be retrenched, or on 
work-sharing. 
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Further, no compensation shall be paid if the employee refuses any 
alternative employment at his regular wage offered by the employer 
or if the laying-oft is due to a strike or slowing-down of production on 
the part of other employees. 

The compensation payable to an employee during any period of 
12 months shall not be for more than 45 days. If, however, during any 
such period of 12 months he is again laid off for continuing periods of 
more than one week at a time, he shall, unless there is agreement to 
the contrary between the affected employee and the employer, be paid 
compensation for all the days comprised in any such subsequent periods 
of lay-off. It is lawful for the employer, after the first 45 days of lay-off 
to retrench the employee, in which case the lay-off compensation already 
paid may be deducted from the retrenchment compensation he is 
entitled to. 


SPECIAL CASES 
Dismissal during Pendency of Conciliation or Arbitration Proceedings ! 


During the pendency of conciliation or arbitration proceedings an 
employer may not, save with the express permission of the authority 
before which the proceedings are pending, dismiss an employee concerned 
in the dispute for reasons connected with the dispute. An employee 
connected with the dispute may be dismissed for reasons unconnected 
with the dispute, but even in this case application for approval of the 
dismissal must be made to the authority and the employee must be 
paid one month’s wages. Prior permission is also required for dismissal 
of a recognised trade union officer even if the action has no connection 
with the pending dispute. 


Union Activities 


Although there is no specific legal provision dealing with the subject, 
arbitration tribunals will generally look with particular severity upon 
dismissals that appear to be based upon an employee’s union activities. 


RECOURSE AND REMEDIES FOR DISMISSED EMPLOYEES 
Collective Bargaining and Other Forms of Union Intervention 


Under certain collective bargaining provisions a dismissed employee 
may present his case to the joint works committee. Under the law works 
committees have only advisory functions. But in the agreement at the 
Tata iron and steel works 2, unanimous decisions of the committee are 
binding. In the Ahmedabad textile industry *, unsettled complaints 
are submitted to the voluntary arbitration machinery set up by the 
parties. In other cases such a complaint is made subject to negotiations 
between the management and the union and may be submitted by agree- 
ment to voluntray arbitration. However, in cases of disciplinary dis- 
missals it must be emphasised that the original dismissal decision can 


1 Section 33 of the Industrial Disputes Act, as amended by section 21 of the Amend- 
ment Act of 1956. 

2 Agreement between the Tata Iron and Steel Company and the Tata Workers’ Union, 
dated 8 January 1956. 

3 Agreement between the Ahmedabad Millowners’ Association and the Ahmedabad 
Textile Labour Association, dated 27 June 1955. See also “ The Ahmedabad Experiment 
in Labour-Management Relations ”, in International Labour Review, Vol. LX XIX, No. 5, 
Apr. 1959, pp. 343-379 and No. 6, May 1959, pp. 511-536. 
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be taken only after the appropriate inquiry procedure, as discussed 
above, have been followed. Complaints arising out of retrenchment and 
lay-off are not usually the subject of collectively bargained procedures. 

In the absence of a collective agreement establishing a procedure for 
the settlement of employees’ complaints, trade unions usually seek to 
negotiate with the managements for the reinstatement of employees 
whom they believe to have been dismissed without reasonable cause, 
or for the payment to them of compensation. If, in the case of particu- 
lar undertakings, complaints are referred to the works committee, 
the union may intervene when no satisfactory settlement is obtained 
after the committee has acted on the complaint. 


Conciliation and Compulsory Arbitration 
General. 


In practice when a dispute arises over a question of dismissal, re- 
trenchment or lay-off, most frequently the employees (or trade union) 
concerned ask the government conciliation officer to intervene. Normally 
the government refers the dispute for adjudication or compulsory arbi- 
tration if conciliation fails to produce a settlement and if the concilia- 
tion officer’s report indicates merit in the claim of the union or employees. 

For purposes of adjudication, the Industrial Disputes Act authorises 
the central or state government to set up labour courts and industrial 
tribunals. Only the government may refer a dispute to a labour court or 
tribunal for adjudication.! 

While the competence of labour courts is different from that of the 
tribunals *, the paucity of labour courts plus the fact that industrial 
tribunals may act in the area otherwise reserved to the labour court 
when so directed by the appropriate government makes of the tribunals 
the major factor in the sphere of adjudication of dismissal questions. 

Apart from disputes over actual cases of dismissal, retrenchment or 
lay-off, employees or trade unions can raise a dispute over the fairness 
or reasonableness of the employer’s standing orders. In a number of 
awards, the industrial tribunals have framed such orders, including 
provisions on rules of discipline, dismissal, gratuity schemes, etc. 

Appeals may be taken, on substantive questions of law, from the 
awards of arbitration tribunals (labour courts, industrial tribunals and 
national tribunals) to the State High Courts and finally to the Indian 
Supreme Court. 


Dismissals Based on Reasons Related to the Individual. 


As set out by the Supreme Court, it is not the function of an arbi- 
tration tribunal in case of dismissal based upon an inquiry (as discussed 
above) tosubstitute its judgment for that of the management. However— 


It will interfere—(i) when there is want of good faith, (ii) when there 
is victimisation or unfair labour practice, (iii) when the management has 
been guilty of a basic error or violation of a principle of natural justice, 
(iv) when on the materials the finding is completely baseless and perverse.* 


1 In Bombay State the parties themselves may refer a dispute for arbitration. 

? The jurisdiction of labour courts encompasses the application and interpretation of 
standing orders, including the legality or propriety of action taken by an employer under 
standing orders, and dismissal questions and relief for wrongful dismissal. Industrial tri- 
bunals are competent to deal with, among other things, contents of standing orders and 
rules of discipline under standing orders and questions connected with rationalisation, 
retrenchment and the closure of undertakings. 

3 Indian Iron and Steel Co. v. Its Workmen, 1958—I Labour Law Journal (Madras). 


6 
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On review, the arbitration tribunal will reverse the dismissal only 
on the basis of one or more of the four criteria mentioned above or if 
the inquiry procedure had been improper. While frequently dismissals 
have been set aside in the absence of inquiry or where the inquiry was 
improper, the tribunal may hold an inquiry of its own to determine 
whether or not there existed just grounds for dismissal. 

Moreover, an industrial tribunal may set aside a dismissal if it 
finds that it is too severe a penalty for the misconduct actually com- 
mitted by the employee and that the requirements of good order and 
discipline would not be prejudiced if a milder penalty were imposed. 

The management may not invoke grounds for dismissal other than 
those stated in the “ charge sheet”. With respect to undertakings in 
which standing orders have been framed, the dismissal will be set aside 
if it was based on an act not specified as misconduct in the orders, 
unless such act falls within the category of universally known offences. 

In cases of dismissal not involving misconduct, a tribunal will be 
entitled to know the reason behind the termination of service in order 
to judge whether the act of the management was bona fide, or was 
performed with an ulterior motive. 

The relief for a wrongful dismissal is usually reinstatement but may 
be payment of adequate compensation (damages), in the discretion of 
the tribunal. The factors taken into account are a sense of fair play 
to the worker, on the one hand, and considerations of discipline in the 
concern, on the other, as well as the worker’s past record, the nature 
of the alleged lapse and the ground on which the action of the manage- 
ment is set aside. As a general rule reinstatement entitles the dismissed 
employee to back wages at the full rate until he is reinstated. But a 
tribunal may grant back wages for a shorter period or for only 50 per 
cent. of the rate, or otherwise limit the relief of back wages according 
to the particular circumstances of the case. In exceptional cases a 
tribunal will refuse to order reinstatement and grant instead the pay- 
ment of adequate compensation, for example where reinstatement will 
endanger industrial harmony or contribute to unrest in the concern, 
where evidence of a strained relationship between the parties exists, 
and where management has lost confidence in the employee. 


Retrenchment and Lay-off. 


The provisions of the Industrial Disputes Amendment Act of 1953 
discussed above concerning retrenchment and lay-off were based on 
principles already generally followed by arbitration tribunals before the 
passage of the Act (notice and graduated retrenchment compensation ; 
50 per cent. compensation for the period of lay-off). 

Industrial tribunals have continued to apply these principles in 
cases where the provisions of the above-mentioned Act are inapplicable, 
subject to such qualifications as the tribunal may find warranted in 
the particular circumstances of each case. As a general rule the tribunals 
also hold that whenever possible, the management should consult the 
union whenever it proposes to retrench or lay off employees. 

Even when the management complies with these conditions or the 
conditions prescribed by the Act, an industrial tribunal will examine, 
upon challenge by the union or the employees, the propriety of the 


1 See Buckingham and Carnatic Mills v. Their Workers, 1951—II Labour Law Journal 
314. 
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retrenchment or lay-off. The points for scrutiny in cases of retrenchment 
have been summarised as follows?! : 


(i) Whether a case for retrenchment has been established on the grounds 
of rationalisation, trade reasons, economy or other sufficient causes. (The 
Supreme Court has posed the question as whether “ retention of the workers 
being retrenched would mean the dead weight of an economic surplus ”.) 


(ii) If the management is able to establish a case for retrenchment, 
the extent of retrenchment will then be considered. Where the management 
has acted in good faith, the number of workers retrenched by it will be 
accepted. But if it is influenced by erroneous considerations or improper 
motives (increasing the workload of employees to be retained, victimisation 
or unfair labour practice, etc.) the tribunal will confine the number of 
employees to be retrenched strictly within the limits of actual requirements. 

(iii) If the case for retrenchment has been established, the selection of 
employees to be retrenched will be considered. The “ last come, first go” 
principle, taking into account the categories of employees concerned in the 
establishment as a whole, should be followed. Management may deviate 
from this rule in order to weed out the inefficient and unreliable or when 
there is a history of past misdemeanours and misconduct, punished or 
tolerated. But in any case of such deviation the management must record 
its reasons and justify its action before the tribunal. 


As in other cases of wrongful dismissals, the relief granted to wrong- 
fully retrenched employees is reinstatement or payment of adequate 
compensation (damages), but in considering the right to back wages 
of reinstated workers or the amount of compensation, the tribunals take 
into account the economic or financial position of the concern. 

In cases of lay-off, a tribunal will not interfere with the action of 


the management if it was taken in accordance with the standing orders 
and the management has resorted to it for bona fide trade reasons.* 
It has been held that the essence of a lay-off is that within a reasonable 
time the employer expects business conditions will warrant a recalling 
of the employees laid off. When therefore the employer knows or it 
becomes apparent that conditions will not change, he is obligated to 
retrench the laid-off employees and pay them retrenchment compen- 
sation.® 


POSITION OF THE DISMISSED EMPLOYEE 
Certificate 


Every permanent employee, under the Model Standing Orders, is 
entitled, upon dismissal, to a service certificate. 


Gratuity 


While the dismissed employee has a legal right to retrenchment 
compensation, possible compensation by way of damages or in the form 
of back pay, all of which have been discussed above, collective bargaining 
agreements sometimes provide for the payment of lump-sum gratuities 
in the event of termination of the employment relationship for other 
than disciplinary reasons. Where such provisions exist, the amount 
of the gratuity is usually based upon and varies with length of service. 


1 Case of Visvamitra Press, 1952—I Labour Law Journal 181 ; Case of Indian Naviga- 
tion, 1952—II Labour Law Journal 611, 


2 Case of Aluminium Manufacturing Co.—Labour Appeal Cases, Mar. 1957, p. 136, 
3 Veiyra v. Fernandes, 1956—I Labour Law Journal 547. 
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United Arab Republic 


In view of the very recent promulgation of a new Labour Code in 
the United Arab Republic, it is at present impossible to examine the 
manner in which it is being applied or the actual practices resulting 
under the Code. Hence what follows is essentially a description of the 
provisions of the Code relating to dismissal procedures. 


SOURCES OF REGULATION AND GENERAL PRINCIPLES 
Legislation 


Legislation is the principal source of dismissal regulation in the 
United Arab Republic. The Labour Code of 1959 !, a codification, with 
certain additions and modifications, of prior legislation, regulations and 
decrees, deals, among other things, with the individual contract of 
service, works rules, the collective labour contract, conciliation and 
arbitration. The most significant aspect of the legislative scheme of 
the Republic is that any dismissal is subject to challenge as being 
unjustified. 


The Contract of Employment 


Individual contracts of employment maintain their validity except 
if they provide for benefits (e.g. dismissal indemnities) and protection 
(e.g. period of notice) that are less advantageous to workers than that 
provided for in the Labour Code (article 6). 


Collective Agreements 


Collective agreements, which are enforceable in the courts (article 103) 
must not be in contravention of the minima laid down in the law, 
but may contain provisions more advantageous to the worker than those 
of the law (article 96).2 Furthermore any provision of an individual 
contract of employment which is less advantageous to a worker than 
a corresponding provision of a collective agreement covering the given 
worker, will be superseded by the latter provision (article 97). 

However, in practice, collective agreements currently cover relatively 
few employees in the U.A.R., and where such agreements do exist 
dismissal provisions do not usually increase the obligations of the 
employer beyond those required by the Code.*® 


Joint Consultative Boards 


A possible future source of regulation of dismissal procedures are 
the Joint Consultative Boards, tripartite in nature, which are to be 


1 Law No. 91 of 1959. All references, unless otherwise indicated, are to the articles of 
the Labour Code of 1959. 

2See U. Happap: “ Les Conventions collectives dans le nouveau Code du Travail 
de la R.A.U. ”, in L’économie et les finances de la Syrie et des pays arabes (Damascus), No. 17, 
May 1959, p. 30. 

3 Ibid., p. 31. 
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formed in each industry (article 113). According to the Labour Code 
the competence of these Boards extends to the fixing of general standards 
for circumstances and conditions of work. This wide competence, it 
would seem, could include disciplinary and dismissal procedures and 
norms. 

* ° * 

Below will be considered the procedures that an employer is obliged 
to follow prior to dismissal with notice, dismissal without notice, special 
treatment in special cases, the recourse of the employee for challenging 
dismissal decisions and his remedies in the event of wrongful dismissal 
and, finally, the position of the dismissed worker. 


DISMISSAL WITH NOTICE 4 
Notice 


The law prescribes (article 72) a mandatory minimum period of 
notice of 30 days for monthly paid workers and 15 days for other workers. 
Less notice or none at all may be given on the condition that appro- 
priate pay is granted in lieu of notice. As noted above, longer notice 
periods may be provided for in individual contracts of employment or 
collective agreements. But it will be seen that, quite irrespective of 
these notice requirements, any dismissal must be justified upon challenge 
by the dismissed employee. 


Consultation 


Consultation on dismissal questions does not figure, as such, in the 
new Labour Code. However the provisions calling for the establishment 
of joint consultative committees within undertakings (article 111) 
outline the advisory functions of such committees in such broad terms 
as to be capable of including matters related to dismissals (article 112). 

Otherwise it is virtually impossible to gauge the extent of consulta- 
tion on dismissal questions which might be practised through informal 
arrangements or procedures in various undertakings. 


DISMISSAL WITHOUT NOTICE 
General 


An employer may dismiss an employee summarily and with freedom 
from liability or payment of indemnities only in the cases enumerated 
in the Labour Code (article 76) 2, these being— 

(a) if the employee has falsified his identity or submitted false certificates 
or recommendations ; 

(b) if the employee has, through his own acts, caused serious material 
damage to the employer (on the condition that the employer has reported 
the matter to the competent authorities within 24 hours after its coming 
to his attention) ; 


1 The section below on dismissal without notice discusses “ certain requirements for 
disciplinary dismissals”. Although it is possible that some disciplinary dismissals are 
effected with notice, since the bulk of such dismissals are without notice, they are all 
discussed together in the mentioned section. 


2 See O. Acui: “ Les droits des travailleurs dans le nouveau code unifié ”, in L’ économie 
et les finances de la Syrie et des pays arabes, No. 17, May 1959, p. 16. 
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(c) if, in spite of a written warning, the employee has failed to observe 
written safety instructions which have been conspicuously posted ; 

(d) if the employee has been absent without valid reason for more 
than 20 days in one year, or for more than ten consecutive days (provided 
that the employee has received a written warning after an absence of ten 
days in the former case and five days in the latter case) ; 

(e) if the employee has not carried out his essential obligations under 
the contract of employment ; 

({) if the employee has divulged industrial or commercial secrets of the 
establishment by which he is employed ; 

(g) if the employee has been convicted (in a final decision) of a crime 
or misdemeanour contrary to honour, integrity or good morals ; 

(h) if the employee has been found, during working hours, in a state 
of drunkenness or under the influence of drugs ; 

(i) if the employee has committed an offence on the employer or the 
responsible manager or has committed serious acts of violence against his 
superiors in the course of or in connection with his employment. 


Moreover, the equivalent of summary dismissal may obtain by virtue 
of an employer's right to suspend an employee accused of any crime or 
misdemeanour at the workplace, including that of participating in or 
inciting an illegal strike (article 67). Such employee may be suspended 
at once provided that the matter is reported to the competent authority. 
Although the law does not speak with precision on this point, if the 
employee is not exonerated, presumably the suspension becomes a dis- 
missal involving no obligation, monetary or otherwise, on the part of 
the employer. 


Certain Requirements for Disciplinary Dismissals 


An important curb on disciplinary dismissals arises out of a provi- 
sion of the Labour Code (article 66) proscribing any disciplinary 
action which is not taken within 30 days (for monthly-paid employees) 
or 15 days (for other employees) after establishment of the disciplinary 
offence. Moreover the charge itself must be made within 15 days after 
the discovery of the offence. 

Further, the employer is required to post conspicuously the work 
rules for the undertaking together with a schedule of disciplinary meas- 
ures and the conditions under which they will be imposed (article 68). 


SPECIAL CASES 
Union Activities 
Dismissals based upon union membership (or non-membership) or 
union activities are prohibited and render the offending employer 
subject to fine as well as other remedial action (reinstatement of the 
dismissed employee) (article 231). 


Maternity 


Women employees have the right to a confinement leave of 50 days 
including the periods both before and after confinement (article 133) 
and are protected from dismissal during this period (article 135). Neither 
may such an employee be dismissed during a further period of absence 
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not to exceed six months, where such absence is necessitated by an 
illness resulting from the pregnancy and rendering her unable to work; 
however, the necessity for such an extension must be attested by a 
medical certificate (article 135). 


Military Service 


An employee called up for compulsory military service may not be 
dismissed by reason thereof and has the right to reinstatement after 
completion of his service (article 79). 


Discontinuance of an Undertaking 


The contract of employment may be terminated in the event of 
liquidation, bankruptcy or authorised final closing of an undertaking 
(article 85). Presumably in such a case the employee would have the 
right to his indemnity based on length of service (see below). 


Absence Due to Iliness or Disability 


During periods of absence due to illness or disability of an employee, 
the provisions of the Code regarding dismissal with notice may not be 
invoked by the employer (article 81). The contract of employment 
shall, however, be terminated upon the employee’s absence, for this 
cause, for an uninterrupted period of 180 days or for various periods 
totalling 200 days in any one year, but termination for this cause is 
without prejudice to the employee’s right to receive an indemnity from 
the employer. 


RECOURSE AND REMEDIES FOR DISMISSED EMPLOYEES 


Generally, an employee may seek relief before the regular courts 
for violations of his contract of employment, e.g. if the notice or indem- 
nity provisions have not been observed by the employer at the time of 
dismissal. Furthermore, either the union or the affected employee may 
seek judicial relief in the event of a similar violation of a collective bar- 
gaining agreement, such agreements being enforceable as noted above. 


Special Procedure for Unjustified Dismissals 


Any employee who wishes to challenge his dismissal as unjustified 
may do so (article 75). The procedure is to submit an application to 
the competent administrative authority, i.e. usually the Department of 
Labour or its branch office in a given area. This must be done within 
one week from the date upon which notice was given to the employee. 
The administrative authority will then make efforts directed at securing 
an amicable settlement. In the event of failure the application is referred 
(within one week from the original date of the application) for a prelim- 
inary hearing to the Judge of Urgent Matters or the Judge of the 
Summary Court of Labour Affairs in his capacity of Judge of Urgent 
Matters, as the case may be, in the area of the undertaking. The 
referred application is to be accompanied by a memorandum embodying 
a summary of the case, the arguments of the parties and the comments 


1 See AcuI, op. cit., p. 16. 
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of the administrative authority. Within two weeks of this referral the 
preliminary hearing must be held. The Judge must then render his 
decision within two weeks from the date of the first hearing. This 
decision may find that there is enough merit to the employee’s claim to 
warrant a further and full trial of the issues. On the other hand the Judge 
may find it sufficiently apparent that the employer’s action was justified. 
If the Judge finds for the employee, the employer will be directed to 
pay to the employee an amount equivalent to the latter’s wages from 
the date of dismissal (subject to reimbursement if the employer should 
prevail at the full hearing of the case) or to pay such amount in escrow 
to the court. 

The case will then be referred to the competent court or to the Labour 
Affairs Court for full trial. These cases enjoy a priority and, in prin- 
ciple, should be adjudicated within one month from the date of the first 
hearing. There is no indication in the Code regarding the bases or 
criteria upon which the court may decide whether a dismissal is justified. 
It may be presumed that the court employs general equitable principles 
in arriving at a decision. The court, if the employee prevails, will order 
the employer to pay damages. In awarding damages the court is directed 
to consider the nature of the work, the prejudice caused to the employee, 
the length of service and custom and usage (article 74). This award 
will be reduced by the amounts the worker has received in lieu of wages 
by virtue of the proceedings in the Summary Court. 

The courts are not empowered to decree reinstatement in favour of 
an employee who has been wrongfully dismissed, save in the case of dis- 
missal for union activities (article 75).} 

Judgments rendered under the procedures discussed above are 


subject to appeal as other judicial decisions ; however, certain priorities, 
in terms of time, are afforded (article 75). 


Conciliation and Arbitration 


Another possible avenue of employee redress lies in the provisions of 
the Labour Code relating to conciliation and arbitration of labour dis- 
putes (articles 188 et seq.).2, The Code (article 188) defines labour dis- 
putes as “ all disputes relating to the work or the conditions of work .. .”. 
This definition would seem to be sufficiently broad to encompass those 
disputes arising out of dismissals. Generally, if efforts at informal settle- 
ment and conciliation fail, compulsory arbitration comes into play. 
Arbitration decisions are enforceable under penalty of fines (article 232) 
although appealable to the Court of Cassation (article 103). Strikes and 
lockouts are interdicted during the course of conciliation and arbitra- 
tion (article 209). 


1 The new Labour Code, with reference to cases involving union activities, places the 
burden of proof on the employer to establish that the dismissal was not predicated upon 
such activity. However it might be observed that practice in the past has placed the burden 
of proof on the employer in all cases to establish that the dismissal was justified. While 
the inclusion of the new provision might give rise to a negative implication regarding cases 
other than those involving union activities (i.e. the burden of proof being on the employee 
in all other cases), it seems more probable that the provision was placed in the law merely 
to emphasise the protection afforded to employees in the matter of union activities. 

2See F. Akpik: “Le réglement des conflits collectifs du travail dans le Code du 
Travail unifié ”, in L’économie et les finances de la Syrie et des pays arabes, No. 17, May 1959, 
pp. 50-54. 

3See T. de CHADAREVIAN : “ Le syndicalisme ”, ibid., p. 38. 
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POSITION OF THE DISMISSED EMPLOYEE 
Indemnity 


In the event of dismissal the affected employee has the right to 
receive from the employer an indemnity (article 73) calculated as 
follows : one-half month’s pay for each of the first five years of service 
and one month’s pay for each year in excess of five (or proportionally 
less for fractions of years). The base for such payment is the employee's 
last wage.1 However, an employee who is the subject of a valid summary 
dismissal has no right to the above indemnity (article 76). If an employee 
is terminated for reasons of illness, he retains his right to the indemnity 
(article 81). 

If there is in operation a provident fund which meets certain require- 
ments, including the requirement that the benefits payable on termina- 
tion be at least equal to the stated indemnity, such benefits may be 
afforded in lieu of the indemnity (article 83). Similar provisions are 
applicable in the case of pension schemes. It should be noted that if 
the regulations of the provident fund do not expressly provide that 
the benefits are in lieu of the indemnity, then the affected employee is 
entitled to both the benefits provided by the fund and the indemnity 
(article 83). 


Certificate 


Upon dismissal the employee has the right to request and receive a 
certificate from the employer stating the dates of engagement and dis- 
missal, and the nature of his job. Upon request of the employee, the 
certificate may also contain mention of the amount and nature of the 
employee’s wages and other benefits (article 86). 


Placement 


The employee may apply to be enrolled with a Placement Office of 
the Labour Ministry which is charged with the duty of aiding the 
employee to find new employment (articles 11 to 22). The benefits of 
this service include the payment of removal expenses if the employee 
must leave the area to find work (article 13). 


1 The provisions of the abrogated Syrian code allowed a greater indemnity and hence 
special treatment for workers in the Syrian Province is permitted in order to allow them 
the more favourable indemnity. See Acut, op. cit., p. 17. 
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cultural economy to be the seat of “the largest textile mill in Central 
America ”. The author points out that the peculiar interest of this develop- 
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tion, work in the factory and the economic advantage which this involves, 
and the social and cultural life of the community ; he compares the forms 
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This first part, which takes up a good third of the whole book, leads the 
author to the heart of his subject—the social and human repercussions of 
automation. He examines in turn its influence on the level of employment, 
on the structure of the working force and occupational skills, on the condi- 
tion of the working man—reduction in physical effort, safety, remuneration, 
working environment, satisfaction with the job, spare time. Lastly, there 
are a few pages on the attitude of the trade unions. 

Will the effects of automation be good or bad ? In order to obtain the 
elements for a reply to this question, Mr. Rustant has been through all the 
available material and questioned employers and employees ; but there has 
yet been little relevant research, and what has been done is restricted in 
scope. The author’s few conclusions are therefore put forward with much 
caution ; they make a somewhat pessimistic impression. 

To sum up Mr. Rustant’s thesis in a few words technical development 
has its dark side: science and technique advance with giant strides ; but 
social and human progress cannot keep pace ; hence, a big task of adjust- 
ment still remains. 
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are examined “ on behalf of the men on the job”. The report has, however, 
been prepared by competent transport experts and economists drawn from 
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and social aspects of transport policy are examined with a view to enabling 
the trade union movements to determine the line they might wish to take 
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competition between branches of transport may have undesirable reper- 
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to lag behind the general social development. Whenever modern transport 
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annexed to the report. Proposals are formulated in general terms on con- 
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ditions of employment. In particular salaries and wages should be com- 
patible with the nature of the work, responsibilities and special hardships 
of the transport industry, and a guaranteed wage should be aimed at, as 
well as a reduction of hours of work. Other clauses refer to social security 
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Having thus defined his subject, the author deals, in successive parts 
of his book, with econometrics in the service of the undertaking, the structure 
of costs, and problems of synthesis. In two preliminary chapters he discusses 
the scientific method in its economic application, and then analyses the 
problem of choice of economic criteria. The succession of chapters flows 
naturally from the characteristics of the undertaking and of its activity: 
the undertaking markets its products in an economy ; it has a price structure 
which reflects to some extent the trend of its production. The management’s 
decisions are taken on the basis of information relating to these two fields, 
one external and the other internal. Mr. Lesourne therefore analyses the 
market and demand, and then the notion of costs, showing particularly 
how this notion changes—between accounting and economics. Finally, 
he tells us how the problems of output regulation, administration of stocks, 
choice of investments and determination of prices are stated and solved. 
His “ conclusion ” defines the place to be given, in the organisation of the 
undertaking, to the economic method and the business economist. 
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This is a search for the principles which should underlie education today. 
Faced with the peculiar characteristics and requirements of the technical 
age and with present developments in the cultural and educational field, 
education— inside and outside the school—should be directed towards a 
modern humanism to which all must have access. If this is to be achieved, 
present curricula and methods must be reoriented, particularly as regards 
the body of subjects traditionally taught at school. Such an orientation 
should not lead to premature specialisation : on the contrary it should be 
aimed at making education a spiritual preparation for the problems of the 
technical age. All students should therefore receive a really comprehensive 
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In his introduction the author describes the position of the physically 
disabled and shows that such persons do not want pity or favourable treat- 
ment but need to be economically reintegrated and to retain or recover 
their dignity as human beings. 

Part I reviews the various stages of this process: on the one hand, 
physical and social rehabilitation; on the other hand, such vocational 
guidance and training as will enable a disabled person to acquire a maximum 
of skill in the occupation for which he has aptitude. 

In Part II Mr. Thomas-Collignon deals with vocational reintegration. 
After reviewing the environment and conditions of employment in which 
the disabled person will work, he enumerates the occupations which will be 
open, the possibilities of employment in the public and private sectors, the 
alternatives of working in an establishment or elsewhere and the compul- 
sory and voluntary measures which may increase the chances of employment. 

The last chapter is devoted to environmental arrangements, technical 
equipment, welfare facilities and the adjustment of economic conditions. 
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Spanish Trade Union Organisation to study wage policy and systems of 

remuneration. First comes a detailed study of various questions relating 

to wages ; the general ideas which enter into a well conceived wage policy ; 
determination of accessory payments ; and the relation of wages to the 
family, with the position in this regard in various countries. Next the 
committee formulates a number of noteworthy principles and recommen- 
dations ; in particular it favours the introduction of a profit-sharing system 
under which each undertaking would become a working community cal- 
culated to achieve the maximum output and the highest standard of life. 

Minimum wage rates should be fixed by the State on the basis of proposals 

by the trade union organisation, or by means of collective agreements con- 

cluded within the union. 
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